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PREFACE 


By Senator Theodore Francis Green, Chairman, Special 
Committee To Study the Foreign Aid Program 


Since 1948 the United States has appropriated in excess of $50 bil- 
lion for foreign aid. During the 10-year period since the inception of 
the Marshall plan, however, the realtionships among the nations of the 
world have undergone substantial change and the scope and nature of 
United States aid programs have frequently been altered. 

Although there has been a gradual decrease in the sums appropri- 
ated over these years, there has been a gradual increase in the opposi- 
tion to these programs. This increased opposition is evident in the 
votes in the Senate. 

In 1948 there were 7 votes against final passage of the Marshall plan. 
In 1956 there were 30 votes against final passage of the mutual-security 
appropriation bill, equally divided between the 2 parties. 

There is serious cause for concern when foreign-policy programs of 
the size and the impact of the annual mutual-security acts do not com- 
mand the support of more than two-thirds of the Senate. It would 
seem that such programs, if they are to be successful in promoting the’ 
national interest, should be of a kind to enlist wider congressional and 
public support. One of the reasons for the constitutional requirement 
of a two-thirds majority for consent to ratification of treaties is that 
the Nation when it speaks in foreign policy should speak with a strong, | 
united voice. Foreign-aid programs cannot achieve their full poten- 
tial unless they draw support from the American people. 

The trend of increasing opposition to these programs would seem ’ 
to indicate either that their purposes have not been clearly understood 
or that there is a growing belief that they have in some way failed to 
serve the national interest. In either event, the trend must be reversed 
either by clarifying the relationship between the programs and the 
national interest or by changing the programs so that they may more 
clearly serve the national interest. 

It was as a result of considerations of this kind that the Senate on 
July 11, 1956, passed Senate Resolution 285, creating the Special Com- 
mittee To Study the Foreign Aid Program. The Senate instructed 
this special committee to make— 


exhaustive studies of the extent to which foreign assistance 
by the United States Government serves, can be made to 
serve, or does not serve, the national interest, to the end that 
such studies and recommendations based thereon may be 
available to the Senate in considering foreign-aid policies 
for the future. 
The special committee is composed of all the members of the Com- 
mittee on Foreign Relations and the chairman and ranking minority 


member of the Senate Committee on Appropriations and the Senate 
Committee on Armed Services. 


Tit 
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_ Without limiting the scope of its inquiry, the special committee was 
instructed to direct its attention to the following matters: 


Src. 3. The committee shall, without limiting the scope of 
the study hereby authorized, direct its attention to the fol- 
lowing matters: 

(a) The proper objectives of foreign-aid programs and the 
criteria which can be used to measure accomplishment. 

(b)The capability of the United States to extend aid, in 
terms of the Nation’s economic, technical, personnel, and other 
resources. 

_(c) The need and willingness of foreign countries to receive 
aid and their capacity to make effective use thereof. 

d) The various kinds of foreign aid and alternatives 
thereto as well as the methods by which and conditions on 
which aid might be furnished, 

(e) The related actions which should be taken to make for- 
eign aid effective in achieving national objectives. 


In the conduct of its study the committee was instructed to make— 


full use * * * of the experience, knowledge, and advice of 
private organizations. schools, institutions, and individuals. 


It was authorized to enter contracts for this purpose and not to exceed 
$300,000 was made available to meet the expenses of the committee. 
Since the special committee was instructed to transmit the results 
of its study to the Senate not later than January 31, 1957,' and in view 
of the shortness of time available for its work, a small executive com- 
mittee was constituted to supervise the detailed research work for 
the full committee. The executive committee upon instructions from 
the full committee outlined a series of research and analysis projects 
to be undertaken by private institutions in the United States. 
The executive committee has concluded the following contracts cov- 
ering 11 major research projects: 
roject No. 1—Military assistance: 
Part A: The Policy : Contractor—The Institute for War and 
Peace Studies of Columbia University, New York City. 
Part B: The Program : Contractor—Systems Analysis Corp., 
Waptinatoe> D. C. 
Part C: Military Review and Evaluation. 

Project. No. 2—The Objectives of United States Economic Assist- 
ance Programs: Contractor—The Center for International 
Studies of the Massachusetts Institute of Technology, Cam- 
bridge, Mass. 

Project No. 3—Foreign Assistance Activities of the Communist 
Bloc and their Implications for the United States : Contractor— 
a for Economic and Industry Research, Washington, 


Project No. 4—American Private Enterprise, Foreign Economic 
Development, and the Aid Programs: Contractor—The Ameri- 
can Enterprise Association, Inc., Washington, D. C. _ 

Project No. 5—The Use of Private Contractors in Foreign-Aid 
Programs: Contractor—Jerome Jacobson Associates, Wash- 
ington, D. C. 

1By S. Res. 35, adopted by the Senate on January 30, 1957, the time for reporting by 


the special committee was extended to June 30, 1957, and $75,000 of the $82,000 left over 
from the original fund was made available for the work of the committee. 
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Project No. 6—The Role of Foreign Aid in the Development of 
Other Countries: Contractor—The Research Center in Eco- 
cant Development and Cultural Change of the University of 

vhicago. 

Project No. 7—The Foreign Aid Programs and the United States 
Economy: Contractor—The National Planning Association, 
Washington, D. C. 

Project No. 8—Agricultural Surplus Disposal and Foreign Aid: 
nae. arg ai National Planning Association, Washington, 


D. C. 
Project No. 9—Foreign Aid Activities of Other Free Nations: 
Contractor—Stuart Rice Associates, Washington, D. C. 
Project No. 10—Personnel for Foreign Assistance Programs: 
Contractor—Louis J. Kroeger & Associates, San Francisco. 
Project No. 11—Administrative Aspects of United States For- 
eign Assistance Programs: Contractor—The Brookings Insti- 
tution, Washington, D. C. 

The committee has also made arrangements with the following 10 
individuals to conduct on-the-spot surveys of foreign aid programs in 
different geographic regions of the world as follows: 

1. Former Ambassador Norman Armour: Countries—Greece, 
Turkey, and Iran. 

2. Mr. Hamilton Fish Armstrong, editor of Foreign Affairs: 
Countries—Lebanon, Iraq, and Jordan. 

3. Former Ambassador David K. E. Bruce: Countries—Pernu, 
Chile, Argentina, Uruguay, and Brazil. 

4. Former Ambassador Jefferson Caffery: Countries—Portugal, 
Spain, France, Italy, and England. 

5. Dr. John A. Hannah, president, Michigan State University: 
Countries—Korea, Japan, Formosa, and the Philippines. 

6. Mr. William Randolph Hearst, Jr., president, Hearst Consoli- 
dated Publications, Inc., and editor in chief of Hearst News- 
papers: Countries—Norway, Denmark, and Western Ger- 
many. 

7. Mr. Clement Johnston, chairman of the board of the United 
States Chamber of Commerce : Countries—Burma, Thailand, 
Cambodia, Indonesia, Laos, and Vietnam. 

8. Dr. Lewis Webster Jones, president, Rutgers University: 
Countries—Pakistan, India, Afghanistan, and Ceylon. 

9. Mr. James Minotto, former MSA Chief in Portugal: Coun- 
tries—Cuba, Haiti, Dominican Republic, Venezuela, Pan- 
ama, Costa Rica, Nicaragua, Honduras, El Salvador, Guate- 
mala, and Mexico. 

10. Mr. Allan B. Kline, former president, American Farm Bureau 
Federation: Country— Yugoslavia. 
Each of these contractors and individuals will submit a report to the 
committee. 

This study of the Administrative Aspects of United States Foreign 
Assistance Programs was the sixth to be submitted to the special com- 
mittee. It was designed to help the committee find answers to subjects 
covered in an outline prepared by the committee staff. A copy of the 
outline appears in the appendix. [See p. 122.] 

The study was submitted to the committee by the Brookings Insti- 
tution of Washington, D. C. 
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I anticipate that the special committee may wish to make this study 
the subject of a public hearing. In that way it would be possible for 
committee members to test the soundness of the suggestions and recom- 
mendations included in the study, prior to the committee reaching its 
own conclusions and submitting its recommendations to the Senate. 

This report has been printed for the use of the Special Committee 
To Study the Foreign Kia Program and does not necessarily reflect 
the views of the committee or of any of its members. 
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LETTER OF TRANSMITTAL 


Tue Brooxrnes INSTITUTION, 
Washington, D. C., December 27, 1956. 


The CHarrMAN, 
Special Committee To Study the Foreign Aid Program, 
United States Senate, Washington, D. C 

This report on the Administrative Aspects of United States Foreign 
Assistance Programs has been prepared at the request of the Special 
Committee To Study the Foreign Aid Program. It was agreed with 
the committee that, in view of the uncertainty regarding the nature of 
a future foreign assistance program, this report would concentrate 
primarily on the identification of the principal issues involved in the 
administration of foreign assistance and the marshaling of the major 
arguments for and against the most feasible alternatives. 

This is the third time since the end of the Second World War that 
agencies of the United States Government have asked the Brookings 
Institution to study and report on the administration of American 
foreign assistance. The first occasion was in January 1948 when, at 
the request of the late Senator Arthur H. Vandenberg, then chairman 
of the Senate Committee on Foreign Relations, the Institution pre- 
pared and submitted to the committee a Report on Administration of 
United States Aid for a European Recovery Program. The second 
occasion was in June 1951 when, pursuant to a request from the Bureau 
of the Budget, the Institution reported to the Bureau on the results 
of a comprehensive study of the Administration of Foreign Affairs 
and Overseas Operations, with particular reference to the administra- 
tion of economic and military assistance. This report had been pre- 
ceded in the previous December by a preliminary unpublished report 
to the Bureau on some of the more pressing problems involved in the 
administration of foreign assistance. 

In addition to these studies of the administration of foreign eco- 
nomic and military assistance programs, the Institution on its own 
initiative has also analyzed the substantive aspects of these programs. 
In May 1951, the Institution published a study on Current Issues in 
Foreign Economic Assistance. This was an interim report on a com- 
prehensive study of the entire American experience with foreign as- 
sistance during and since the Second World War. The results of 
this study were published by the Institution in August 1953 in the vol- 
ume on American Foreign Assistance. More recently, in early Sep- 
tember 1956, the Institution published a study of United States For- 
eign Policy, 1945-55, which, in appraising the important American 
policies and actions since the war, also deals with the role of foreign 
assistance in the full sweep of foreign policy. 

These previous studies have provided indispensable background for 
the analyses in the present report. Studies other than those pre- 
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pared under Brookings auspices have also provided valuable back- 
ground. Some of these have been prepared by committees and com- 
missions of the Congress, others by various agencies of the executive 
branch, and still others by private organizations and individuals. It 
is not possible here to list and acknowledge specifically all of the 
sources that have been consulted, but it can be said that this growing 
body of studies on various administrative aspects of American foreign 
assistance programs has made easier the task assigned to the Institu- 
tion by the special committee. 

Within the limitations imposed by time and the availability of per- 
sonnel, the Brookings staff members responsible for the present study 
have sought, by means of interviews with appropriate officials in the 
executive branch and on the basis of materials supplied by them, to 
obtain insights into the administration of present assistance programs 
and to gain some sense of the kinds of improvements that might be 
needed. The Institution has had the wholehearted cooperation of 
the several departments, agencies and officials concerned, and it ac- 
knowledges with gratitude their great assistance in providing much 
of the information and data regarding current operations on which 
this report is based. 

A systematic effort has also been made to interview several former 
officials of the Government with respect to their experience in the 
administration of foreign assistance. All have been most helpful in 
sharing the results of their experience and in suggesting the kinds 
of changes they thought might improve the administration of current 
and possible future programs. Furthermore, in order to obtain a 
better grasp of the essentials of many proposals now being advanced 
by organizations and individuals outside the Government, their ad- 
vocates were interviewed, particularly with respect to the administra- 
tive features of their proposals. To all these persons outside the 
Government the Institution expresses its grateful appreciation. 

This study was directed by H. Field Haviland, Jr., under the gen- 
eral supervision of Robert W. Hartley, director of international 
studies, and Paul T. David, director of governmental studies. Other 
Brookings staff members who contributed to it are: Robert E. Asher, 
Maynard B. Barnes, William Adams Brown, Jr., Laurin L. Henry, 
Emil J. Sady, Walter S. Salant, and Charles A. H. Thomson, with 
Messrs. Henry, Sady, and Thomson devoting a major portion of their 
time to the study. Philip M. Glick was retained as a special con- 
sultant. 

In the preparation of this report, the staff has had the benefit of 
consultation with an advisory committee, consisting of Harlan Cleve- 
land, dean of the Maxwell Graduate School of Citizenship and Public 
Affairs, Syracuse University; Royden J. Dangerfield, director, Insti- 
tute of Government and Public Affairs, University of Illinois; Row- 
land Egger, chairman, Woodrow Wilson School of Foreign Affairs, 
University of Virginia; Lincoln Gordon; William Ziegler, professor 
of international economic relations, Graduate School of Business Ad- 
ministration, Harvard University; James L. McCamy, professor of 
political science, University of Wisconsin ; Walter R. Sharp, professor, 
department of international relations, Yale University; and Warren 
Shearer, professor of economics, Wabash College. The Institution 
is heavily indebted to this group for their many helpful suggestions. 
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H. Field Haviland, Jr., as project director and principal author, is 
primarily responsible for the interpretations, concluding chapter, and 
final drafting of the report. Special acknowledgment is made of the 
contribution of the following staff members in connection with the 
preparation of particular chapters: chapter II, Charles A. H. Thom- 
son and Philip M. Glick; chapter ITI, Laurin L. Henry; chapter IV, 
Emil J. Sady, Charles A. H. Thomson, and Philip M. Glick; chapter 
V, Philip M. Glick; and chapter VI, Emil J. Sady and Charles A. H. 
Thomson. 

Finally, it must be noted that in making a report on a study of this 
kind, the Institution presents it as a competent treatment of a subject 
worthy of public consideration. Interpretations, however, are those 
of the authors, and do not necessarily reflect the views of the other 
members of the Brookings staff, or of the administrative officers of 
the Institution, or of the board of trustees. In addition to their re- 
sponsibility for the general administration of the Institution, the 
function of the trustees, according to the bylaws of the Institution, is— 


to make possible the conduct of scientific research and publi- 
cation, under the most favorable conditions, and to safeguard 
the independence of the research staff in the pursuit of their 
studies and in the publication of the result of such studies. 
It is not a part of their function to determine, control, or 
influence the conduct of particular investigations or the con- 
clusions reached. 
Sincerely yours, 
Rosert D, Catxrns, President, 











ADMINISTRATIVE ASPECTS OF UNITED STATES 
FOREIGN ASSISTANCE PROGRAMS 


CHAPTER I 


INTRODUCTION 


For the past 15 years the United States Government has been provid- 
ing economic and military assistance on an unprecedented scale to other 
countries. The multiple purposes of the assistance, the changing ob- 
jectives, the unusual inde of commitments, the varying magnitudes, 
and the complex nature of the program have made the administration 
of such assistance extremely difficult. Administrative arrangements 
and procedures have had to be shifted repeatedly as the program and 
top personnel have changed, What were good arrangements and pro- 
cedures for the lend-lease operations during the Second World War 
were not thought to be suited to the postwar task of administering 
United States assistance for the European recovery program. Simi- 
larly in 1950, after the Korean hostilities began and the United States 
was confronted with the necessity for undertaking a worldwide pro- 
gram of military assistance, further adjustments were made in the 
machinery for administering economic assistance. 

Now domestic opinion and shifting world conditions have given rise 
to another reexamination of foreign assistance. Several reappraisals 
of the economic and military aid programs are currently underway 
in the vite, ot and the executive branch. In the background of these 
reappraisals are diverging currents in American public opinion. One 
view is that in the near future the United States ought “to get out of 
the business” of providing assistance. The opinion of others is not 
only that the United States is “in the assistance business to stay” but 
also that it will have to do a much better job of it in the future. Some 
of those who hold the latter view believe that a “bold new approach” 
will be required if the United States is to meet adequately the chal- 
lenges of rising expectations in the underdeveloped countries and the 
new tactic of the Soviet Union that is aimed particularly at the less 
developed parts of the world. Obviously, future administrative ar- 
rangements may vary considerably, depending on what view prevails. 


PURPOSE AND SCOPE OF THE STUDY 


The purpose of this study is to analyze the administrative aspects of 
United States foreign assistance programs, with particular reference 
to the organization and procedures that might best be suited to the 
administration of future programs. The scope of the study includes 
the institutions, arrangements, and procedures now being used or that 
could be used by the Government of the United States to finance the 
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transfer of civilian and military goods and services abroad, regardless 
of whether the financing is by means of loans, grants, or advances for 
the capital stock of an institution. It does not include institutions or 
arrangements for investments, loans, or gifts made abroad by private 
American citizens or nongovernmental organizations. 

This study covers more than the administrative aspects of the pro- 
rams authorized by the Mutual Security Act of 1954, as amended. 
ncluded are some activities of such Federal agencies as the Export- 

Import Bank. Also included are certain international organizations 
and arrangements to which the United States advances or contributes 
funds, such as the International Bank for Reconstruction and Develop- 
ment and the Expanded Programme of Technical Assistance under the 
United Nations. 

In other important respects, the scope of this study is limited because 
of other reports in the series being prepared for the Special Committee 
To Study the Foreign Aid Program. The problem of personnel 
administration and of the organization in the field are covered in other 
studies for the special committee. Also the objectives and general 
character of future United States foreign-assistance programs are 
concurrently undergoing examination. 

This study is confined to the identification and analysis of broad 
administrative issues and their appraisal in terms of the alternative 
courses of action that might be adopted and the relative advantages 
and disadvantages of each course. Furthermore, the issues selected 
for analysis are primarily those that are expected to be of concern to 
the Congress; they do not include all of those that eventually might 
have to be dealt with by the executive branch. 

Implicit in the purpose of this study, as assigned by the special 
committee, are certain assumed conditions that also determine its 
scope. Without these assumptions, this particular analysis could not 
be undertaken. 

The first condition is that there will continue to be a United States 
foreign assistance program, comprising both economic and military 
aid. Whether such a program will be of relatively short or long 
duration and whether there will be a major shift in the methods of 
financing—by loans, grants, or advances to capital funds—can be left 
open for the purposes of this analysis. 

The aah condition is that a future United States foreign-assist- 
ance program will be of such magnitude and character that it will 
require special organization and staff to provide effective administra- 
tion. That is to say, the program will not be of such a minor scope 
that the administrative responsibilities for it can simply be grafted 
on to the regular duties of personnel in executive departments and 
agencies not now primarily concerned with foreign assistance. 

The third condition is that the United States will not be engaged 
in military operations of such character as to overshadow completely 
all other considerations of the national interest. This condition ex- 
cludes from the scope of this study any detailed analysis of arrange- 
ments and procedures of the kind that were necessary to administer 
the lend-lease operations during the Second World War. Instead, 
attention is focused more on the administrative experience under the 
postwar foreign-assistance programs. 
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FRAMEWORK OF ANALYSIS 


This report begins with a brief historical review of the successive 
arrangements that have been used for administering postwar-assist- 
ance programs, including the arrangements for programs adminis- 
tered by international organizations and agencies in which the United 
States participates. Also, as a prelude to the analysis that constitutes 
the main portion of the study, the present pattern of administrative 
organization is described in some detail. 

Four groups of major issues involving the administrative aspects 
of a future United States foreign-assistance program are dealt with 
next. The identification and analysis of these issues are the principal 
tasks of the study. 

First, there are the issues pertaining to some of the kinds of man- 
dates and instructions the Congress gives the executive branch with 
respect to the administration of foreign assistance. These issues gen- 
erally involve the administrative discretion to be allowed and the 
legislative controls deemed necessary. 

Second, there are the issues that center around the question of how 
the major responsibilities for the administration of foreign-assistance 
programs should be allocated among the executive departments and 
agencies in Washington. These grow out of the need for improving 
the effectiveness of the administration of such programs. 

Third, there are the issues that arise in connection with relations 
between the United States Government and various multilateral or- 
ganizations engaged in economic assistance efforts. This group of 
issues covers what is, to many, one of the most important questions 
in the administration of future foreign-assistance programs, 1. e., 
whether the United States should give increasing emphasis to the 
multilateral approach. 

Fourth, there are the issues that grow out of the need to provide 
arrangements and procedures that will insure proper direction and 
coordination of the administration for future foreign-assistance pro- 
grams. These issues involve the problems of both central direction 
and coordination in Washington as well as coordination in the field. 

To facilitate an understanding of these major issues, sufficient his- 
torical background and recent experience are given for each so that 
a basis is provided for the ensuing analysis. In the examination of 
each issue, a range of considerations is taken into account in weighing 
the alternative courses of action that are proposed. Many of these 
considerations derive from the variety of opinions held on what the 
purpose, size, and content of future assistance programs should be. 
Others are the result of conflicting philosophies regarding the proper 
roles of the legislative branch and the executive branch, the pattern 
of organization that should prevail in the executive branch, and the 
types of administrative procedures that are most likely to be efficient. 
In all cases, an attempt is made to present in as objective a manner 
as possible the advantages and disadvantages of the particular courses 
of action that are discussed. 

Finally, this report concludes with some general observations. It is 
hoped that these reflections may place in a better perspective the 
problem of deciding what arrangements and iboats should be 
adopted for the organization and administration of a future United 
States foreign assistance program. 








CHAPTER II 


REVIEW OF POSTWAR ADMINISTRATIVE EXPERIENCE 


During the decade since the end of the Second World War, the 
United States has provided approximately $52 billion in foreign as- 
sistance of all kinds. It has done so in order to aid the recovery of 
war-damaged nations, particularly in Western Europe, to deter the 
threat of Soviet-Communist expansionism, and to help fulfill the 
aqperetione of the underdeveloped countries. 

spite its magnitude, this extraordinary foreign assistance effort, 
as the following table shows, has not taken a large proportion of 
the annual production of goods and services. At their peak, in 1947, 
expenditures for goods and services for foreign assistance were a little 
less than 3 percent of the gross national product, and as the annual 
output has grown during the prosperous postwar years, the propor- 
tion shipped abroad in the form of foreign assistance has gradually 
decreased. 

Because of the unprecedented and complicated nature of the foreign 
assistance programs that have been developed, several major adminis- 
trative innovations and adjustments have been necessary in the organi- 
zational structure and procedures of the Government. These innova- 
tions and adjustments have been reflected in the changing pattern of 
administrative arrangements for foreign assistance. 


Gross national product, total Federal expenditures for goods and services, and 
foreign aid* 


{Money figures in billions of dollars at current prices] 














Federal expenditures for goods and services 2 Total 
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Bi aterllainicisnen tite nheenedeeml | 257.3 26.1 5. 86 . 21 5. 65 | 2.3 
Wei ON. 285. 1 | 22.3 4.17 . 53 3. 64 1.5 
ahaa aiid aenesseuceat es 328, 2 41.2 4. 66 1. 47 3. 19 | 1.4 
1952_- ASSERTED * 2 345. 4 54.7 4.98 2. 60 2. 38 | 1.4 
a epee rp <8 363. 2 | 59.7 6. 31 4. 25 2.06 | L7 
Eulltenidicub hanes ientineeninnea te 360. 7 48.8 4.72 3.16 | 1. 56 | 1.3 
Wee | 390. 9 47.0 4. 30 2.13 2.17 1.1 





1 Sources: Gross national product from table 2 of National Income and Product of the United States, 
1955, published in U. 8. Department of Commerce, Survey of Current Business, July 1956. ‘Total Federal 
expenditures for goods and services are the sum of those shown in same source plus foreign aid in the form 
of loans, For foreign aid figures for 1946-52, see William A. Reitzel, Morton A. Kaplan, and Constance G. 
Coblenz, United States Foreign Policy, 1945-55 (1956), appendix C, p. 483. Foreign aid figures for 1953-55 
are revisions of those published in that book. 

For some years, figures in 4th and 5th columns do not add to those in 3d column because of rounding. 

2 Federal Government expenditures for goods and services exclude such expenditures as interest on the 
public debt, pensions and other transfer payments to individuals, grants-in-aid to State and local govern- 
ments, and other eee not for currently produced goods and services. 'These payments have amounted 
to between 13 and 22 billion dollars a year in the postwar period. 

8 Figures include net outflow of U. S. Government capita], adjusted to exclude, in 1946 and 1947, the 
portion of the Government’s subscription to the capital stock of the International Bank for Reconstruction 
and Development and the International Monetary Fund that was not disbursed by these institutions to 
foreign countries. In official statistics of gross national expenditure, U. 8. Government net capital move- 
ments are not included in Federal Government expenditures but are included in net foreign investment. 
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The administrative arrangements have passed through four de- 
finable periods, First was the period of postwar reconstruction and 
interim aid, lasting from 1945 until the creation of the Economic Co- 
operation Administration in 1948. The second period was dominated 
by the activities of the Economie Cooperation Administration and 
lasted until the enactment of the Mutual Security Act of 1951. The 
third period extended from 1951 until the abolition of the Foreign 
Operations Administration in 1955. The fourth, and current period, 
began with the establishment in June 1955 of the semiautonomous 
International Cooperation Administration in the Department of State. 


POSTWAR TRANSITION : 1945-48 


American foreign assistance activities underwent a transition during 
the 3 years following the end of the Second World War. Assistance 
programs and agencies that had been established during the war 
were liquidated; various temporizing and ill-coordinated efforts were 
improvised to meet continuing relief needs; and a number of loans 
were negotiated with countries that had been allied with the United 
States during the war. The Foreign Economic Administration, which 
had been established outside the Department of State to administer 
foreign economic operations during the war, was dismantled and most 
of its assistance functions were transferred to the Department of 
State. The War Department and the successor Department of the 
Army became responsible for assistance in the occupied areas, subject 
to policy direction by the Department of State. The wanes and 
administration of the postwar loans came under the influence of the 
Department of the Treasury as well as the Department of State. 

The need for assistance sieéea to relieve suffering and to help in 
the task of reconstruction was appreciated even before the end of 
the Second World War, but it was thought that the United States 
could make much of its contribution more appropriately through 
international agencies than as an individual government. The 
United Nations Relief and Rehabilitation Administration was es- 
tablished in 1943, and the United States contributed $2.66 billion 
through this agency before operations ceased in 1947. The Interna- 
tional Bank for Reconstruction and Development and the Interna- 
tional Monetary Fund were planned at Bretton Woods in 1944 and 
came into existence in 1945; the United States subscribed $5.9 billion 
as it financial share in these agencies. 

Other assistance was made available on a bilateral basis. A new 
financial agreement, negotiated with the United Kingdom in Septem- 
ber 1945, provided for a line of credit from the United States of $3.75 
billion, under arrangements giving the Treasury Department con- 
tinuing administrative responsibility for the supervision of the loan. 
Other large loans were made through the Export-Import Bank to 
France and four members of the British Commonwealth: Australia, 
New Zealand, South Africa, and India. 

The efficacy of these arrangements, however, proved Jess than had 
been anticipated. The problems most urgently requiring attention 


1 This is based largely upon an analysis in the Brookings Institution, The Administra- 
tion of Foreign Affairs and Overseas Operations (June 1951), ch. II. (prepared for the 
Bureau of the Budget and published by the Government Printing Office); and William 
Adams Brown, Jr., and Redvers Opie, American Foreign Assistance (1953), ch. FV. 
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also proved to be somewhat different from those that had been fore- 
seen when lend-lease aid was terminated in August 1945. After the 
United Nations Relief and Rehabilitation Administration was liqui- 
dated in 1947, United States foreign assistance had to be continued 
in the form of three emergency programs. One, called post-United 
Nations Relief and Rehabilitation Administration aid, was exclu- 
sively an economic program developed by the Department of State 
for relief in war-devastated countries. It was administered by a 
special assistant to the Assistant Secretary of State for Economic 
Affairs, who used the services of other executive departments and 
agencies, including the Departments of Agriculture and the Treasury 
and the Maritime Commission, for procurement and transportation. 
In the field, special staffs carried out such tasks as the receipt and 
transfer of commodities and end-use inspection, while the economic 
staffs of the embassies did most of the fieldwork in developing pro- 
grams. The Philippine rehabilitation program was also initiated in 
1947 under arrangements by which appropriations provided to the 
Department of State were disbursed through the assistance of eight 
other executive agencies. 

The second program was authorized by the Greek-Turkish Aid Act 
of 1947. The act delegated blanket authority to the President, who 
in turn assigned to the Department of State the Sore for 
administering the program. The department created a special co- 
ordinator’s office to direct the program with the help of an interde- 
partmental committee. Because of the criticism that had been leveled 
against the United Nations Relief and Rehabilitation Administration 
and post-United Nations Relief and Rehabilitation Administration 
experience regarding the supervision of the use of aid supplies, the 
Congress provided for special assistance missions in the field. One 
was established in Greece, independent of the Embassy. In Turkey, 
where the military assistance element was dominant, special person- 
nel for the assistance programs were assigned to the Embassy and 
placed under the Ambassador’s direction. The program in Athens 
became the most important facet of American policy in relation to 
Greece, and serious frictions developed between the special mission 
and the Embassy. 

The third emergency effort was the program of the War Depart- 
ment for Government and Relief in Occupied Areas. This pro- 
gram provided supplies for the civilian populations of occupied terri- 
tories, chiefly Germany and Austria, that were deemed essential to 
prevent starvation, disease, and unrest. 

Post-United Nations Relief and Rehabilitation Administration aid 
was replaced by the interim aid program, authorized by the Congress 
to help France, Italy, and Austria during the period when the Euro- 
pean recovery program was under discussion. This program was 
administered by the Department of State with essentially the same 
machinery that had been used for the post-United Nations Relief and 
Rehabilitation Administration program. 

Throughout this period, the Institute of Inter-American Affairs 
continued to cooperate with Latin American governments in admin- 
istering technical assistance programs for agricultural development, 
public health, and elementary and vocational education. The Insti- 
tute, which had been created as a Government corporation in 1942, 
was transferred to the Department of State in 1946. 
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EXPANSION OF ASSISTANCE PROGRAMS: 1948-51 


Under the impact of increasing world tension during the years 
from 1948 to 1951, economic and military assistance programs were 
abruptly and significantly expanded. The immediate postwar ten- 
dency to return operating functions to the Department of State and 
to encourage a reassertion of its leadership role with regard to all 
foreign policy matters was suddenly checked by the establishment of 
new operating programs outside the department. The principal de- 
velopment was the creation of the independent Economie Coopera- 
tion Administration with considerable autonomy in both policy and 
administration. The threat of Communist expansionism in Europe 
and Korea also led to an increased program of military assistance 
and a more active role for the Department of Defense in that field. 
Establishment of the Economie Cooperation Administration 

As early as the summer and fall of 1947, the whole piecemeal pro- 
gram of foreign assistance came under discussion. Not only the exec- 
utive branch, acting through the President’s Committee on Foreign 
Aid and the Department of State, but the Congress, acting through 
the House Select Committee on Foreign Aid, commonly known as the 
Herter committee, and the Senate Committee on Foreign Relations, as 
well as numerous private organizations, participated in the debate. 

There was widespread support for a new program to be adminis- 
tered by a temporary agency in Washington, with its own overseas 
organization and a large degree of financial and administrative flexi- 
bility. On April 2, 1948, Congress passed the Economic Cooperation 
Act.? This act created the Economic Cooperation Administration as 
an independent agency to administer a 4-year European recovery pro- 
gram. The Economic Cooperation Administration was to be headed 
by an administrator of Cabinet rank who, because of the impact of 
his programs on the responsibilities of the Department of State for the 
formulation and execution of general foreign policy, was to consult 
with the Secretary of State on matters of foreign policy. The decision 
of the Congress to create a separate agency reflected, in part, congres- 
sional distrust of the Department of State as an operating agency, 
demand for a “businesslike approach” in administering recovery funds, 
and a desire for bipartisan support of the activities of the Economic 
Cooperation Administration. 

Confronted by the danger of divided counsels and uncoordinated 
action, the Department of State created a small staff under a special 
assistant to the Under Secretary to furnish foreign policy guidance to, 
and to provide systematic liaison and consultation with, the Economic 
Cooperation Administration. This office helped in coordinating mat- 
ters at lower levels in Washington, but the relative effectiveness of the 
coordination between the Economic Cooperation Administration and 
the Department of State stemmed from the caliber and attitudes of 
the top officials of both agencies as well as the realization that the 
Economic Cooperation Administration was a temporary agency 
created to accomplish a specific, widely acclaimed, and urgent task. 

A number of assistance programs, primarily in the Far East—some 
already in being, some newly created—were likewise administered by 





262 Stat. L. 187. 
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the Economic Cooperation Administration, although they were never 
welded into an integrated regional program. These included assist- 
ance for China and Korea. With the termination of the China pro- 
gram, it was decided to divert available funds to special technical and 
economic assistance for other underdeveloped countries in Southeast 
Asia. 

Increased military assistance 

In 1949, as the threat of Communist aggression increased and with 
the establishment of the North Atlantic Treaty Organization, the. 
United States decided to broaden military assistance beyond that given 
to Greece and Turkey. Congress passed the Mutual Defense Assist- 
ance Act on October 6, 1949.2 The President gave the Department of 
State primary authority and responsibility for direction of the mili- 
tary assistance program, for formulation and coordination of political 
and economic policies governing the program, and for controlling allo- 
cation and most of the procurement operations. ‘The Economic Coop- 
eration Administration was to give advice on the proper balance be- 
tween economic recovery and military assistance, including adjust- 
ments in plans and programs required for additional military produc- 
tion in Europe, intra-European transfers, and the impact of the pro- 
gram on foreign nations receiving both economic and military assist- 
ance. 

A Foreign Military Assistance Coordinating Committee, composed 
of the heads of the operating units in the Departments of State and 
Defense and the Economic Cooperation Administration, was charged 
with coordination of day-to-day administration of mutual-defense 
assistance in these agencies. The heads of these agencies were 
constituted as a Foreign Military Assistance Steering Committee, 
which never met. Problems of military assistance policy that were 
sufficiently difficult to be considered at a high lawl tess normally 
considered in the National Security Council or informally among the 
three members of the Coordinating Committee, which was usually able 
to arrive at agreement and in general acted as an effective advisory 
body to the Secretary of State and more particularly to the Director 
of Mutual Defense Assistance. The committee dealt with policy and 
procedure involving the substantive program of military assistance 
and examined and approved detailed country programs. 

The relative success of the committee has been attributed to three 
elements: (1) The delegation of authority from the President to the 
Secretary of State largely settled jurisdictional questions; (2) the 
authority of the Secretary was rethivresd by his control over funds; 
and (3) real efforts were exerted to relieve the committee of problems 
that did not require collective consideration or decision, such as 
problems of military procurement.* This committee structure was 
superseded by the Interdepartmental Security Affairs Committee, 
mentioned below. 


Growth of technical assistance 
In his inaugural address of January 1949, President Truman pro- 


posed a new worldwide program of technical cooperation, subse- 
quently designated the “Point IV Program.” In June 1950, the Act 


363 Stat. L. 714. 
* See The Administration of Foreign Affairs and Overseas Operations, op. cit., pp. 339-340. 
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for International Development was passed to authorize a global tech- 
nical cooperation program, and the Technical Cooperation Adminis- 
tration was established within the Department of State to administer 
it. 

In 1950, two multilateral technical assistance programs were also 
initiated. The Expanded Programme of Technical Assistance of the 
United Nations was established in J uly 1950. Through the specialized 
agencies and a constituent unit within the United Nations itself, the 
Expanded Programme gives technical assistance to the governments 
of underdeveloped countries for projects related to social and economic 
development. The annual budgets for this program are relatively 
modest, totaling $28 million for 1956. The administrative organiza- 
tion and procedure of the Expanded Programme are summarized 
later in this study.” 

In April 1950, the Organization of American States initiated a 
program to establish regional training centers within the Latin 
American countries to give intensive training to Latin American 
government officers in the administration of government programs in 
agriculture, housing, education, and other activities related to economic 
development. By 1956, 7 training centers were in operation, distri- 
buted among 6 Latin American countries. The budget for this pro- 
gram for 1956 was less than $2 million. 


NEW COORDINATION ARRANGEMENTS: 1951-55 


During the period from 1951 to 1955, there was an effort to counter- 
act the centrifugal tendencies in the administration of foreign aid pro- 
grams, which had increased during the previous period. Central 
direction and coordination of all forms of foreign assistance were 
placed in the hands of a Director for Mutual Security, who was lo- 
cated in the Executive Office of the President and invited to participate 
in meetings of the Cabinet and the National Security Council. Still 
the Technical Cooperation Administration remained within the De- 
partment of State, the Export-Import Bank continued to make loans, 
and the Department of Defense continued to administer military 
assistance. With the creation of the Foreign Operations Administra- 
tion in 1953, all technical-assistance operations were transferred from 
the Department of State to the Foreign Operations Administration. 
The director retained the general coordinating functions of the 
former Director for Mutual Security, but he was established at the 
departmental rather than the Executive Office level. 


Mutual Security Act of 1951 


By 1951 the major emphasis of the foreign-assistance program in 
Europe and Asia had shifted from economic to defense objectives, 
This shift required greater integration not only of the Economic 
Cooperation Administration program with military programs, but 
also better coordination of all the assistance activities then underway. 
As a first step, late in 1950, the President had directed the Secretary 
of State to assume the leadership and coordination of all foreign- 
assistance programs. In January 1951 the Secretary established the 
post of Director of International Security Affairs to provide coordina- 


5 See below, ch. V. 











10 FOREIGN ASSISTANCE PROGRAMS 


tion and direction both within the Department of State and inter- 
departmentally, and there was established an International Security 
Affairs Committee to assist him. The Committee included representa- 
tives from the Departments of State, the Treasury, and Defense, 
the Economic Cooperation Administration, and the Office of the Spe- 
cial Assistant to the President, W. Averell Harriman. 

ixperience with this device was not satisfactory. The Congress 
still did not wholly accept a key role for the Department of State in 
the administration of foreign aid, and the coordinating role of the 
Department became increasingly difficult. Although there were 

rounds for believing that the basic framework of the International 
Saomity Affairs Committee was sound, the consensus was that it was 
ineffective in practice. The solution finally adopted was to abolish the 
committee and to raise program planning and coordination to the 
Presidential staff level. 

This was accomplished as part of a new inclusive assistance pro- 
gram, responsive to the military as well as the economic challenges 
of the time. Its legal base was the Mutual Security Act of 1951, which 
gathered into a single authorization all foreign-assistance activities 
except those of the Export-Import Bank. In brief, that act— 

1. Authorized the appointment of a Director for Mutual Security 
in the Executive Office of the President; 

2. Gave the Director responsibility for continuous supervision, 
general direction, and coordination of the military, economic, and 
technical assistance programs ; 

3. Authorized the appropriation of all funds for foreign assistance 
to the President, who gave to the Director for Mutual Security the 
responsibility for the allocation and control of all such funds; 

4. Established an independent Mutual Security Agency, located 
apart from the Executive Office of the President but placed under the 
Director for Mutual Security, to administer economic assistance pro- 
grams; 

5. Authorized the Mutual Security Agency to maintain overseas 
missions ; 

6. Gave the Secretary of Defense primary operating responsibility 
for the military-assistance program ; 

7. Gave the Secretary of State operating responsibility for the tech- 
nical cooperation program, for support of similar programs in certain 
international organizations, and for certain minor activities; and 

8. Made the various chiefs of diplomatic missions responsible for 
coordination of all foreign-aid activities in the countries to which 
they were accredited. 

These arrangements marked the high point of centralized direction 
and coordination. General coordination responsibilities in Washing- 
ton were clearly vested in a single official, located in the Executive 
Office of the President. There was a good basis for equivalent coor- 
dination of assistance activities in the recipient countries. Potential 
conflicts arising from the overlapping of NATO and mutual security 
policies were resolved by an interagency committee similar to the old 
International Security Affairs Committee, with the Department of 
State assigned the chairmanship for NATO matters and the Mutual 
Security Agency for foreign assistance programing. These arrange- 
ments were reinforced by the fact that the Agency heads agreed on 
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basic policies, and senior staff members of both agencies worked 
closely together. At the same time, the coordinating official in the 
Executive Office was made responsible, by the terms of the Mutual 
Security Act, for heading the Mutual Security Agency. The poten- 
tial difficulties here were largely circumvented by the delegation of 
operating responsibilities to the Deputy Director for Mutual Security. 

Under the Mutual Security Act, operations were divided among 
the Department of Defense for militar y assistance, the Mutual Secu- 
rity Agency for economic assistance, and the Technical Cooperation 
Administration, in the Department of State, for technical cooperation, 
but this division proved difficult. A makeshift geographical arrange- 
ment was subsequently agreed upon whereby the Mutual Security 
Agency took major responsibility for assistance in Europe and most 
of southeast Asia, while the Technical Cooperation Administration 
took responsibility for assistance in Latin America, the Middle East, 
south Asia, Burma, and Indonesia. Insofar as the underdeveloped 
countries were concerned, 


* * * there were technical- and economic-assistance pro- 
grams in varying proportion, administered by two agencies 
with differing personnel systems, but both drawing on the 
same functional agencies for technical services, and with dif- 
fering degrees of responsibility in the State Department for 
general foreign- policy control.® 


Creation of the Foreign Operations Administration 

After President Eisenhower took office, he directed an Advisory 
Committee on Government Organization, under the chairmanship of 
Nelson A. Rockefeller, to study the whole area of executive branch 
responsibility for foreign affairs. The committee’s principal recom- 
mendations were threefold: 

1. Delegation of full responsibility for the formulation and control 
of foreign policy to the Secretary of State, under the President; 

The removal from the Department of State, so far as possible, 
of “oper ating” functions; and 

The consolidation of foreign- assistance operations, exclusive of 
widtitary assistance, in a single agency.’ 

The committee recommended the creation of a new independent 
agency, the Foreign Operations Administration, to be responsible 
for all foreign-assistance and economic-operating matters, under the 
foreign-policy guidance of the Secretary of State, and to receive by 
transfer all assistance programs and operations still in the Depart- 
ment of State. To carry out these recommendations, the bf sagen 
on June 1, 1953, submitted his Reorganization Plan No. 7 to the 
Congress. Because this plan would not become effective for 60 days, 
he also issued Executive Order 10458 and sent a memorandum to 
the heads of the executive departments and agencies, putting much 
of the plan into effect immediately.® 

The President’s memorandum of June 1, 1953, emphasized the pri- 
mary position of the Secretary of State within the executive branch 


6Lincoln Gordon, The Development of United States Representation Senne in The 
Representation of the United States Abroad, The American Assembly (1956), p. 33. 

7U. S. Department of State, Post-World ‘War II Administrative Arrangements for the 
Conduct of Foreign Aid Programs (1955), p. 8. 

8 Memorandum, June 1, 1953, in International Cooperation Administration, Mutual 
Security Legislation and Related Documents (December 1955), pp. 97—99. 
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in matters of foreign policy and emphasized that the President wished 
to regard the Secretary of State as the Cabinet officer primarily 
responsible for advising and assisting him in the formulation and 
control of foreign policy. He recognized the Secretary of State as 
the principal channel of authority on foreign policy within the execu- 
tive branch and told other officials to work with and through the 
Secretary on matters of foreign policy. The President also asserted 
the primacy of the Secretary of Defense in advising on the formu- 
lation and control of military policy and outlined a similar position 
for the Secretary of the Treasury in the formulation and control 
of monetary and financial policy. Binding up the whole, the President 
ordered that: 


The Secretary of State, the Secretary of Defense, and the 
Secretary of the Treasury, as appropriate, shall review plans 
and policies relative to military and economic-assistance pro- 
grams, foreign information programs, and legislative pro- 
posals of the Foreign Operations Administration and the 
United States Information Agency, to assure that in their 
conception and execution, such plans, policies, and proposals 
are consistent with and further the attainment of foreign 
policy, military policy, and financial and monetary policy 
objectives. * * * 

The heads of these new agencies should furnish information 
to the Secretaries of State, Defense, and Treasury in such 
manner and form as may be agreed between the head of the 
agency and the Secretary concerned to insure that the pro- 
gram of the agencies and the ei myo of such pro- 
grams conform with foreign policy, military policy, and 
financial and monetary policy objectives. 

To the maximum feasible extent consistent with efficiency 
and economy, the internal organization of the new agencies 
should be designed to permit ready coordination with the 
subordinate levels of the Department of State. 


Turning to the problems of overseas coordination and integration, 
the President said further : 


The Chief of the United States diplomatic mission in each 
foreign country must provide effective coordination of, and 
foreign-policy direction with respect to, all United States 
Government activities in the country. To the maximum 
practicable extent, there should be integrated supervision of 
personnel performing related economic or information activi- 
ties in each foreign country. 


Regarding appointments, the President required that : 


Appointments of all chief representatives abroad of the 
two new agencies and of the military assistance advisory 
groups abroad should be cleared with the Secretary of State. 


Thus, the President set forth in detail the doctrine that there can 
be an effective divorce of “policy” from “operations” and that informa- 
tion furnished to the “policy agency” by “operating agencies” con- 


*Ibid., pp. 97-98. 
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cerning plans and operations, coupled with general foreign-policy 
instructions issued by the policy agency to the operators, will suffice to 
protect the control vested in the policy agency. 

On August 1, 1953, when Reorganization Plan No. 7 went into 
effect, the Mutual Security Agency was succeeded by the Forei 
Operations Administration. On the same day, Executive Order No. 
10476 delegated most of the Presidential power under the Mutual 
Security legislation to the Director of the Foreign Operations Ad- 
ministration, including the power to allocate all assistance funds, The 
President also directed the Secretary of Defense to exercise his re- 
sponeatanaty and authority for military assistance pavenenis subject to 
the coordination, direction, and supervision of the Director of the 
Foreign Operations Administration. The order further directed the 
Secretary of State and the Director of the Foreign Operations Ad- 
ministration to establish arrangements so as to ensure that programs 
under the supervision of the Foreign Operations Administration 
would be carried out in conformity with foreign policy, and later 
legislation gave the Secretary of State the power to approve the 
establishment of new assistance missions abroad, Reorganization 
Plan No. 7 also gave the Foreign Operations Administration the re- 
sponsibility for controlling strategic trade with the Communist bloc 
in accordance with the Mutual Defense Assistance Control Act of 
1951, commonly known as the “Battle Act”. 

In addition to the responsibilities for economic assistance which 
it took over from the Mutual Security Agency, the Foreign Oper- 
ations Administration also became responsible for administering the 
technical cooperation program of the Technical Cooperation Admin- 
istration. The Foreign Operations Administration organized itself 
internally so as to operate through four regional offices—for Europe, 
the Middle East, Asia, and Latin America—and, within each region, 
it combined the administration of economic and technical assistance. 

A new type of foreign-assistance activity came into existence in 
1954. A revision of the Atomic Energy Act authorized the United 
States to give assistance to foreign countries, both highly developed 
and underdeveloped, in atomic-energy research and in the develop- 
ment of industrial uses of atomic power. In June 1955, the President 
offered to share fissionable material for research reactors, The United 
States provides approximately half the cost of reactor construction. 
By December 1956, the program was in effect with some 37 countries. 


Pressure to terminate the Foreign Operations Administration 


Despite the care with which questions of foreign assistance organ- 
ization had been studied in connection with the establishment of the 
Foreign Operations Administration, the nature of foreign assistance, 
its duration, and the manner of its organization remained under 
critical scrutiny, especially in the Congress. In the Mutual Security 
Act of 1953, the Congress called for the termination of economic 
assistance within 24 months and of military assistance within 36 
months. <A year later, the Congress relented somewhat, recognizing, 
in the words of a Senate committee, that there might be some basis 
for a continuation of economic and military assistance programs 
beyond the dates previously established.” 


#” §. Rept. 1799, 83d Cong., 2d sess., p. 82. 
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The Mutual Security Act of 1954 authorized programs of military, 
economic, and technical assistance for the customary limited time 
»eriods. The Congress was adamant, however, in insisting that any 
future proposals for military and economic assistance should come 
from the “permanent agencies of Government” rather than from any 
special-purpose agency such as the Foreign Operations Administra- 
tion." The Congress wrote a specific termination date for the For- 
eign Operations Administration into the bill? and the President 
was authorized to transfer the functions, powers, and personnel of the 
Foreign Operations Administration elsewhere within the executive 
branch,® or to abolish them. The Congress decided to return the 
administration of technical cooperation to the Department of State “ 
and to divest the Director of the Foreign Operations Administration 
of any power to exercise continuous supervision or general direction 
over programs of military assistance.” 


EXPANDED ROLE FOR THE DEPARTMENT OF STATE: 1955 TO DATE 


The fourth period of the administration of foreign assistance pro- 
grams, 1955 to the present, has been characterized by a return of gen- 
eral coordinating responsibility to the Secretary of State and, at the 
same time, by increased pressure to separate military assistance more 
sharply from economic assistance. To maintain the separate identity 
of the staff charged with administering foreign economic assistance 
and assisting the Secretary of State in exercising his coordinating 
functions, the President created the International Cooperation Ad- 
ministration as a part of the Department of State and transferred to 
it most of the powers, duties, and personnel of the Foreign Operations 
Administration. 

The Mutual Security Act of 1954 placed squarely on the President 
the responsibility for justifying and organizing future programs of 
military and economic assistance. On April 15, 1955, in a letter to 
the Secretary of State, the President set forth both his intention to 
create an International Cooperation Administration within the De- 
partment of State and his view of the basic position of foreign assist- 
ance and the mode of its administration. 

The President recalled that the Foreign Operations Administration 
had been established— 


to centralize all governmental operations, as distinguished 
from policy formulation, that had as their purpose the co- 
operative development of economic and military strength 
among the nations of the free world. 


He reaffirmed the basic considerations urged as the basis for the re- 
organization of mutual security in 1953: the primacy of the Secre- 


11The Senate version of the bill included an amendment stating that authority conferred 
by Title I—Military Assistance and Title II—Economic Development Assistance of the 
bill conld not be exercised after June 30, 1955, except for purposes of liquidation of 
programs authorized by those titles. ‘The report of the committee added: 

“The committee wishes to make it clear that it should not be inferred from this action 
that the Congress is stating that there are to be no more military or economic assistance 
programs in the future. It does assert, however, that if affirmative action is needed, it 
must be taken by the President to establish that such programs are essential in the 
future.” Ibid. 

12269 Stat. L. 283, sec. 5038. 

% Tbid., sec. 525. 

1% Thid., see. 521. 

1% Thid., sec. 525. 
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tary of State in matters of foreign policy, the desirability of bringing 
together related mutual-security operations within a single orgami- 
zation under a single management, and the avoidance of dispersal 
of operating responsibilities. These considerations, he said, pointed 
to the establishment of the International Cooperation Administration 
as a semiautonomous unit within the Department of State, under a 
single key official reporting directly to the Secretary. 

Concerning the nature and duration of foreign assistance, the Presi- 
dent admitted that some people thought the Foreign Operations Ad- 
ministration was only a temporary agency. But, said the President: 


It has come to be widely recognized, however, that the func- 
tions and the need for cooperative development of economic 
and military strength among the free nations are continuing 
and integral parts of the fabric of our international re- 
lations. * * * 

The placing of general responsibility for economic opera- 
tions as well as for policy in this field within the Department 
of State offers assurance that, under a permanent government 
establishment, we are providing a long-range basis for this 
kind of international cooperation. It is emphatic recogni- 
tion of the principle that the security and welfare of the 
United States are directly related to the economic and social 
advancement of all peoples who share our concern for the 
freedom, dignity, and well-being of the individual.” 


In his state of the Union message of January 1956, the President 
reaffirmed his views on the importance and duration of foreign assist- 
ance, adding the suggestion that the executive branch be authorized 
to make long-term commitments subject to annual appropriations. 
Secretary of State Dulles, in a press conference on January 11, 1956, 
pointed out further: 


The granting of economic aid, if it assumes a form which is 
primarily budgetary aid for a given year, does not have the 
permanent impact upon the community that long-range proj- 
ects do. In some of the bigger projects we have been in- 
hibited somewhat from going into them because of the fact 
that these long-range projects.take quite a long while. * * * 

I think we can greatly improve the quality of our economic 
assistance in building up these less developed countries if we 
can have the opportunity to assume, subject to annual appro- 
priations, commitments for future years." 
Present organizational pattern 
According to the Mutual Security Act of 1954 as amended annu- 
ally, all authority to administer foreign assistance is vested directly 
in the President, but he has, by a series of Executive orders,” delegated 
most of that authority to the Secretary of State and the Secretary of 
Defense. The latter was given operational responsibility for “direct 
forces support” (chiefly nonmilitary materials and services utilized 


16 Mutual Security Legislation and Related Documents, op. cit., p. 17. 

17U. S. Department of State, Press Release No. 15, Jan. 11, 1956, p. 3. 

18 68 Stat. L. 832, as amended by 69 Stat. L. 283 and 70 Stat. L. 555. 

29 Hxecutive Order No. 10575, Nov. 6, 1954, 19 Federal Register 7249, as amended by 
Executive Order No. 10625, Aug. 2, 1955, 20 Federal Register 5571. Also Executive Order 
No. 10610, May 9, 1955, 20 Federal Register 3179. 
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directly to support military forces) in addition to “military assistance” 
(military equipment, supplies, and training), which he had always. 
administered. The Department of State received all other functions 
of the Foreign Operations Administration, including the authority 
to determine the value by country of the programs of military assist- 
ance administered by the Department of Defense. Most of the per- 
sonnel of the Foreign Operations Administration were transferred 
along with its funetions. 

On June 30, 1955, the Secretary of State established the Interna- 
tional Cooperation Administration in the Department.”® The new 
International Cooperation Administration was headed by a director 
who was to report directly to the Secretary of State, but who, in 

ractice, has reported almost exclusively to the Under Secretary. The 
Director of the International Cooperation Administration was to be 
responsible, “under the direction and control of the Secretary of State,” 
for all general economic assistance functions plus the following, “sub- 
ject to the concurrence of the Secretary of State”: primary responsi- 

ility for presenting military and economic assistance programs to the 
Congress, “coordination” of military and nonmilitary aspects of the 
program, and “determining the value” for any country of assistance 
administered by the Department of Defense. The responsibility for 
coordinating the functions of the International Cooperation Admin- 
pine within the Department of State was reserved to the Secretary 
of State. 


Categories of assistance 


Economic assistance administered by the International Cooperation 
Administration is classified in three broad categories: defense sup- 
port, development assistance, and technical cooperation. The specific 
meaning and usages of these three terms have varied considerably 
since their introduction. 

“Defense support” comprises broad economic assistance, covering 
a wide range of activities from capital development to commodity 
shipments and the transfer of technical knowledge. As such, its sub- 
stance is hard to distinguish from other forms of economic assistance. 
The term is commonly used to describe programs of economic assist- 
ance given to countries receiving military assistance, where the level 
of economic assistance is normally justified on the ground that it is 
needed to enable the recipient country to support a military program 
that United States policy regards as necessary and that would other- 
wise be unattainable except at the expense of an undesirable compres- 
sion of civilian consumption or investment. 

“Development assistance” includes economic assistance furnished to 

romote basic economic development—and, thereby, political stabil- 
ity—primarily in countries that do not receive military assistance, plus 
certain regional assistance projects. In most countries where develop- 
ment assistance is proposed, it is designed to supplement technical 
cooperation with supplies, equipment, or funds. 

“Technical cooperation” refers to programs designed to transfer 
technical skills and knowledge to underdeveloped countries, including 
relatively small amounts of supplies and equipment required for dem- 


® Department of State Delegation of Authority No. 85, June 80, 1955, 20 Federal 
Hentntes on as amended by Delegation of Authority 85-1, Oct. 12, 1955, 20 Federal 
egister tb 
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onstration purposes, or otherwise needed to make such cooperation 
effective. 

In terms of funds appropriated, defense support is by far the largest 
category, followed by development assistance and technical coopera- 
tion. 

This assistance may be of a “nonproject” or “project” nature. “Non- 
project” aid, which accounts for approximately 80 percent of “defense 
support” and 70 percent of “development assistance,” refers mainly to 
the financing of commodity shipments to meet general distribution 
needs or for resale to generate local currency proceeds, much of which 
in turn.goes into local defense budgets. “Project” aid covers the financ- 
ing iad furnishing of technical services, training, and commodities 
required for activities aimed at specific objectives. 

The legislation provides that assistance shall emphasize loans rather 
than grants, wherever possible, and requires that minimum amounts of 
certain types of aid be on a loan basis (80 percent of development 
assistance, exclusive of regional projects and sales of surplus agricul- 
tural commodities, 75 percent of the special $15 million defense sup- 
port fund for economic development in Latin America, and 50 percent 
of the Asian development fund). Technical assistance, except for a 
few barter arrangements, consists almost. wholly of personal services 
paid for by the United States. 

The’ fourth category of foreign aid, “military assistance” (military 
equipment, supplies, and training), has been administered from the 
outset by the Department of Defense, subject to the overall direction 
of the President and control by the Secretary of State as to forei 
policy matters, plus coordination successively by the Director for 
Mutual Security, the Director of the Foreign Cooeen tee Administra- 
tion, and now the Director of the International Cooperation Adminis- 
tration. Thecategory was somewhat broadened when Executive Order 
10610, of May 9, 1955, transferred to the Department of Defense the 
administration of what was then called direct forces support—the 
furnishing of equipment, materials, and services directly to the mili- 
tary forces of a recipient country. 

ther departments and agencies, such as the Departments of Agri- 
culture, Interior, Commerce, and Health, Education, and Welfare, col- 
laborate in furnishing technical services in accordance with individual 
arrangements with the International Cooperation Administration. 
Furthermore, the Atomic Energy Commission exercises operating re- 
sponsibility for the foreign atoms-for-peace program, and the Denart- 
ment of Agriculture has been authorized to assume major responsibili- 
ties under the Agricultural Trade Development and Assistance Act 
of 1954, commonly referred to as Public Law 480.” 

This act and subsequent executive instructions have given the Sec- 
retary of Agriculture the authority to negotiate, through the Secre- 
tary of State, agreements with friendly governments to provide for 
the sale of surplus United States naneenieies commodities for foreign 
currencies, which may then be used for certain stipulated purposes, 
including agricultural trade promotion, United States Government 
requirements, economic development, educational exchange, and the 
purchase of goods or services for other friendly countries. The power 


™ 68 Stat. L. 454, as amended by 69 Stat. L. 44 and 69 Stat. L, 721. 
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to conclude such agreements was delegated to the Secretary of State. 
All other functions under the act were also made subject to foreign- 
policy eee by the Secretary of State. The Director of the Bu- 
reau of the Budget was instructed to fix the amounts of foreign 
currencies acquired in this manner that are to be used for each of the 
several purposes stipulated. Administration of currencies made 
available for economic development is a function of the International 
Cooperation Administration. The present magnitude of currencies 
devoted to this purpose is several hundred million dollars, thus con- 
stituting an important supplement to economic development funds 
furnished under the Mutual Security Act itself. 


Coordination of national security policy 

Because all of these foreign assistance activities call upon the re- 
sources and energies of a number of separate departments and agencies, 
they have given rise to the development of intricate and overlapping 
coordinating relationships that involve several high-level committees. 
The most central and prominent of these is the National Security 
Council, created by the National Security Act of 1947, which is pre- 
sided over by the President and is his principal advisory group on 
national security affairs. The statutory members of this Council are. 
in addition to the President, the Vice President, the Secretaries of 
State and Defense, and the Director of Defense Mobilization., Na- 
tional Security Council proposals, when approved by the President. 
form a broad framework of directives governing national-security ac- 
tions both generally and with respect to particular areas and problems. 
Thus, they provide much of the framework for the basic goals of 
United States foreign assistance. The National Security Council also 
engages in an annual review of the effectiveness of foreign assistance. 
Although the Director of the International Cooperation Administra- 
tion is not a member of the National Security Council, he may attend 
when foreign assistance issues are being discussed. 

The principal group for formulating policy recommendations to be 
considered by the National Security Council is the National Security 
Council Planning Board, which is composed of a Special Assistant to 
the President for National Security Affairs, as Chairman, and policy 
planning officials of assistant secretary rank appointed by the Presi. 
dent on nomination of the department and agency heads participating 
in the Council. The International Cooperation Administration is reg- 
ularly represented on this Board. 

Also closely related to the National Security Council and the as- 
sistance program is the Operations Coordinating Board, created by 
Executive order in September 1953, which is charged with the responsi- 
bility of assisting in the “integrated implementation” of national- 
security policies. Its regular membership consists of the Under 
Secretary of State, as Chairman, the Special Assistant to the President 
on National Security Affairs as Vice Chairman, the Deputy Secretary 
of Defense, and the Directors of Central Intelligence ankot the United 
States Information Agency. The Director of the International Co- 
operation Administration also participates regularly in connection 
with foreign assistance matters. The central idea of the Operations 
Coordinating Board structure is to bring together the officials who 
hold authoritative positions with respect to operations. Thus, action 
to carry out plans and programs discussed in the Operations Coordi- 
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nating Board does not depend on interdepartmental agreement but can 
be taken by each participant acting within his established authority. 
The Operations Coordinating Board does not characteristically par- 
ticipate in the planning of high policy; this is normally a function of 
the National Security Council Planning Board and the National Se- 
curity Council itself. But the Operations Coordinating Board can 
and does refer problems to the National Security Council. Since the 
Department of State chairs the Board and most of its subordinate 
working groups, the Operations Coordinating Board also provides a 
convenient mechanism for exerting the foreign policy leadership of 
the Department. 

Committees on foreign economic policy 

Two major Cabinet committees deal with foreign economic policy, 
but they tend to be somewhat removed from the center of assistance 
program problems. The older of the two is the National Advisory 
Council on International Monetary and Financial Problems, which 
was created by the Congress in July 1945 to coordinate the policies 
and operations of United States representatives to the International 
Monetary Fund and the International Bank for Reconstruction and 
Development, as well as of the Export-Import Bank and all other 
United States agencies engaging in foreign financial or monetary 
transactions. Accordingly, the National Advisory Council on Inter- 
national Monetary and Financial Problems advises on general loan 
policies and on certain individual loans of major significance. The 
regular membership of the National Advisory Council on Interna- 
tional Monetary and Financial Problems consists of the Secretary of 
the Treasury, as Chairman, the Secretaries of State and Commerce, 
the Chairman of the Board of Governors of the Federal Reserve 
System, and the President of the Export-Import Bank. The Inter- 
national Cooperation Administration and the Department of Defense 
may also be represented on this Council when foreign assistance or 
other matters affecting them are under discussion. 

The second major economic committee is the Council on Foreign 
Economic Policy, which was created by Presidential letter of Decem- 
ber 11, 1954, to assist the Chief Executive in coordinating the formula- 
tion of foreign economic policy. ‘This Council, which has come to be 
concerned chiefly with commercial policy, has dealt with the assist- 
ance program only as it has touched on such matters as the surplus 
commodity disposal program, The regular membership of this body 
consists of the Chairman, who is a special assistant to the President, 
now Clarence B, Randall, the Secretaries of State, the Treasury, and 
Agriculture, the Director of the International Cooperation Admin- 
istration, the Administrative Assistant to the President for Economic 
Affairs, the Special Assistant to the President for National Security 
Affairs, and a member of the President’s Council of Economic 
Advisers. 

A related committee of more specialized interests is the Interagency 
Committee on Agricultural Surplus Disposal, which was established 
by Executive order in September 1954 to assist in coordinating policies 
concerning this program. The regular membership of the Committee 
consists of the Chairman, who isa special consultant to the President, 
now Clarence Francis, and assistant secretaries or directors designated 
by the following agencies: the Departments of Agriculture, Com- 
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merce, State, and the Treasury, the International Cooperation Admin- 
istration, the Bureau of the Budget, and the Council on Foreign 
Economic Policy. 

The essence of this organizational pattern that has evolved for the 
implementation of foreign assistance programs is a concentration of 
authority and responsibility in the President who has, in turn, divided 
that authority and responsibility chiefly between the Secretaries of 
State and of Defense. The Secretary of State has further delegated 
most of his authority—including the authority to coordinate military 
with other forms of assistance—to the Director of the International 
Cooperation Administration. Although the International Coopera- 
tion Administration is officially established within the Department of 
State, it is considered by many observers still to be more outside than 
inside that Department. The ultimate coordinator of the activities 
of these several organizational channels is, and must be, the President, 
but he looks for assistance in this regard to several interdepartmental 
groups, particularly the National Security Council complex, including 
the National Security Council Planning Board and the Operations 
Coordinating Board. The chief economic coordinating committees— 
the National Advisory Council, the Council on Foreign Economic 
Policy, and the Interagency Committee on Agricultural Surplus Dis- 
posal—play only peripheral roles with regard to foreign assistance. 


SUMMARY OF ADMINISTRATIVE DEVELOPMENT 


In looking back over the past decade, it is apparent that the Depart- 
ment of State, because of its central role in the field of foreign rela- 
tions, has always played a part in assistance programs, but that part 
has varied considerably. In the immediate postwar period, the tend- 
ency was to give the Department not only a position of primacy in 
formulating on policy but considerable coordinating and oper- 
ating authority as well. Within the Department, however, it has 
always been thought necessary to make special organizational provi- 
sions to deal with assistance problems rather than merely utilizin 
existing arrangements. The office that dealt with Greek-Turkish aid 
is an example of an effective organization that was largely autonomous 
within the Department. 

With the sudden expansion of assistance to Europe under the Mar- 
shall plan, important operating functions were assigned to an inde- 
pendent Economic Cooperation Administration that exercised con- 
siderable autonomy in matters of policy as well as administration. 
Then, as military assistance came into prominence, the Military Estab- 
lishment became an increasingly important force in the assistance field, 
and the process of coordination became more complex and difficult. 
Next, in 1951, direction and coordination were largely centralized un- 
der a Director for Mutual Security at the Executive Office level. This 
was the apex of integrated control. 

The next phase saw the transfer of even more operating authority 
from the Department of State to the new Foreign Operations Admin- 
istration. But the Director of the Foreign Operations Administra- 
tion was eventually deprived of the directing functions formerly 
performed by the Director for Mutual Security, and he was established 
at the departmental rather than the Executive Office level. Finally, 
under congressional pressure to reduce economic assistance, the func- 
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tions of the Foreign Operations Administration were returned to the 
Secretary of State, to be assisted by a semiautonomous International 
Cooperation Administration within the Department. 

The responsibilities of the Department of Defense have grown 
steadily, particularly with regard to direct control over operations. 
With the termination of the directorship for mutual security and the 
establishment of the Foreign Operations Administration, the Depart- 
ment of Defense gained greater immunity from central direction of 
operations. In the present situation, the Department of Defense ac- 
cepts guidance by the Department of State concerning foreign policy 
objectives, but there is resistance to central control of detailed opera- 
tional aspects. 

Postwar assistance commenced with the liquidation of lend-lease 
and the demise of the Foreign Economie Administration; control of 
successor programs was largely concentrated in the Department of 
State. The main exceptions were the program for government and 
relief in occupied areas, operated by the Defense Establishment, and 
the negotiation of various loans related to the settlement of wartime 
accounts. With the creation of the Economic Cooperation Adminis- 
tration, the bulk of economic operations was transferred from the De- 
partment of State and remained outside the Department. until the 
creation of the International Cooperation Administration. Moreover, 
the Department of State controlled the chairmanship of all coordinat- 
ing committees in this field until the establishment of the Director 
for Mutual Security and did not resume this central coordinating role 
until the advent of the International Cooperation Administration. 

Another main thread in this history has been the relationship be- 
tween the agency primarily charged with administering economic 
assistance and various cooperating executive departments and agen- 
cies: the Departments of Agriculture; Health, vce: and Wel- 
fare; Interior; Labor; Commerce; and the Atomic Energy Commis- 
sion. Here, there has often been a difference in point of view between 
those responsible for specialized technical fields of activity and those 
responsible for general programing and control. Functional special- 
ists in the various departments, working under the direction of the 
central assistance agency, have enjoyed considerable technical inde- 
pendence. At the same time, the central agency has found it necessary 
for some purposes to assemble its own staffs because the requisite skills 
lave not been available in the technical agencies. The issue of cen- 
(ralization versus dispersal continues to be controversial. Some assert 
the need for greater diffusion, while others emphasize the necessity for 
integrating programing and administration. 
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CHAPTER II 


ADMINISTRATIVE DISCRETION AND LEGISLATIVE 
CONTROL 


United States foreign assistance programs are now carried on within 
an extremely complicated legislative framework. The current basic 
law, the Mutual Security Act of 1954, as amended, is the product of 
almost a decade of annual writing and rewriting, with each revision 
adding to the complexity... The key sections of the act, which declare 
its purposes and authorize several types of foreign assistance, are far 
from simple because of the inherent complexity of the programs they 
establish. In addition, the act has accumulated over the years a large 
number of special instructions, limitations, stipulations, and provisos 
which express congressional objectives and policies different from, 
or only incidental to, the main purposes of foreign assistance. 

The executive branch is responsible for compliance with these in- 
structions and for achievement of these ancillary objectives at the 
same time that it is carrying out its primary responsibilities under 
the act. Similar special instructions and limitations are also found 
in annual appropriation acts for foreign assistance and in other legis- 
lation, such as the Mutual Defense Assistance Control Act of 1951, 
commonly known as the Battle Act, and the Agricultural Trade 
Development and Assistance Act, which place restrictions or extra 
duties on the foreign assistance agencies hd complicate their adminis- 
trative tasks. 

It thus comes about that one of the most serious and persistent prob- 
lems about United States foreign assistance is the amount of admin- 
istrative flexibility and discretion the executive branch should have 
in putting major policies into effect. Some feel that the instructions 
and restrictions established by the Congress seriously hamper the 
effectiveness of American foreign assistance. Others feel that the 
executive branch has already been given too much freedom and should 
be more strictly limited and instructed. 

Several aspeets of this general problem are treated here. Although 
the issues to be analyzed sometimes arise in rather narrow technical 
form, they so strongly affect the results achieved by foreign assistance 
that they merit as much attention by the Congress as the larger ques- 
tions of policy and organization. The analysis will be in terms both 
of past experience and of future contingencies. 

The issues selected for treatment are the following: 

1. Should the foreign assistance agencies be given greater freedom 
from legislative instructions and limitations intended to promote 
objectives different from, or only incidental to, the main purposes of 
foreign assistance ? 





168 Stat. L. 832, as amended by 69 Stat. L. 283 and 70 Stat. L. 555. 
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2. In what detail should authorizing and appropriating legislation 
specify the purposes and objects for which foreign assistance funds 
may be expended ? ; 

3. What legislative commitments should the Congress make with 
respect to the continuity of foreign assistance? 

4. How ne should foreign assistance appropriations be available 
for obligation ? 

5. To what extent should foreign assistance agencies be relieved 
of some of the requirements of fiscal accountability normally imposed 
on domestic agencies ¢ 

6. What form of Government agency should be employed to admin- 
ister foreign economic assistance ? 

These issues are all facets of the perennial problem of reconciling 
conflicting requirements of legislative control and of administrative 
discretion. Each will be examined below in terms of a review of the 
advantages and disadvantages of various alternative courses of action. 


MULTIPLE POLICY OPJECTIVES 


Classified by purpose, the special policy instructions that are set 
forth in the basic foreign assistance legislation fall into two broad 
groups. The first reflects the concern of the Congress that foreign 
assistance make a maximum contribution to the political and security 
interests of the United States. For example, section 142 of the Mutual 
Security Act requires that before receiving military assistance a 
country must (1) accept a formal agreement covering some eleven 
points specified in the act, pledging itself in various ways to make 
an appropriate contribution to the general defense, (2) utilize assist- 
ance to the best advantage, (3) maintain the security of the equipment 
furnished, and (4) permit continuous observation by the United 
States of the use to which its assistance is being put. Section 413 
of the act contains lengthy instructions, both general and specific, to 
conduct foreign assistance so as to encourage private initiative and 
investment, free labor, productivity, competition, and private trade 
and commerce throughout the world. Other sections of the act 
require receiving countries to give “full publicity” to the assistance 
and provide that certain classes of commodities shipped from the 
United States pursuant to the act be prominently marked to show 
their origin. Another important reservation is the Mutual Defense 
Assistance Control Act which requires the executive branch to take 
rather elaborate precautions to avoid assisting nations that trade 
in strategic materials with the Soviet bloc. 

A second group of special] instructions expresses the intent of the 
Congress that foreign assistance be administered in a manner that 
will promote or protect certain United States economic interests. For 
example, there are provisions restricting the situations in which 
services or commodities furnished may be procured outside the United 
States; there are other provisions requiring that certain portions of 
the assistance be in the form of surplus agricultural commodities, 
that small business be given special opportunities to participate, and 
that at least half of the shipping be in American-flag vessels. 

It is beyond the scope of this report to analyze the substance and 
review the merits and demerits of each of the provisions by which 
the Congress has sought to achieve other policy objectives in and 
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through foreign assistance. Many of the considerations involved far 
transcend the realm of administration. It is important, however, to 
call attention to the administrative consequences of such provisions. 
The issue to be examined here is: Should the foreign assistance agen- 
cies be given greater freedom from legislative instructions and limi- 
tations intended to promote objectives different from, or only inci- 
dental to, the main purposes of foreign assistance? The following 
discussion explores two alternative general courses of action: 

1. To continue the present extensive use of substantive limitations, 
stipulations, restrictions, and provisos in foreign assistance legisla- 
tion; or 

2. To minimize the use of such limitations, stipulations, restrictions, 
and provisos. 


Continuation of substantive limitations 

Defenders of the provisions such as those described above base their 
position partly on the merits of the provisions and partly on the 
constitutional and historical role of the Congress. Taken indi- 
vidually, any one of the provisions appears, in itself, to be quite 
reasonable. Obviously, the Congress and the American public do not 
want foreign assistance to benefit a potential enemy. Neither do 
they want foreign assistance to damage domestic agricultural, com- 
mercial, or maritime interests; and, if foreign assistance can produce 
a byproduct of benefit to such interests, so much the better. And why, 
it is asked, should not American assistance be granted abroad in such 
a way as to express the economic philosophy in which most Americans 
firmly believe 

It is further argued that it is the right, duty, and longstanding 
practice of the Congress to issue such special instructions to the exec- 
utive branch whenever they appear desirable. The Congress is the 
arbiter of a multiplicity of policies and interests. The laws of a 
complex, democratically organized society such as that of the United 
States are seldom neat; there are always policies within policies and 
orders of priority among those policies. The details of administra- 
tion of foreign assistance involve interests and issues that are perhaps 
too important to be left entirely to the judgment of the executive 
branch. There is no reason the Congress should not express itself 
freely on those matters coming to its attention. Although not obliv- 
ious to administrative considerations, the advocates of this position 
insist that administrative convenience must be subordinate to the 
supremacy of the Congress in the realm of policy. 

Minimizing substantive limitations 

On the other hand, it is contended that the Congress has gone too 
far in giving detailed instructions and that as many of these provi- 
sions as possible should be removed. There is no doubt that such 

rovisions complicate the administration of foreign assistance. Man 

eel that the present legislation incorporates so many and such a vari- 
ety of policy instructions that achievement of the main purposes of 
foreign assistance is seriously hampered. 

Those who insist on the need for greater freedom base their posi- 
tion on their fundamental concept of the purposes of foreign assist- 
ance and the conditions under which it operates abroad. They insist 
that the United States is not merely offering help, on its own terms, to 
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others who want and need assistance. American assistance is a device 
for influencing attitudes, strengthening economic and military insti- 
tutions, and influencing governmental decisions abroad. Each coun- 
try, each foreign government, presents separate and unique problems 
that must be dealt with in terms of the total situation in that country 
within the framework of basic United States objectives. 

It is important, therefore, to weigh carefully the costs of policies 
that may restrict the choice of means open to the administrators of 
the assistance program and jeopardize their relationships with the 
governments with which they must deal. The cooperation of these 
governments, it is argued, tends to be eroded by the friction of nego- 
tiation. Adjusting plans to the detailed requirements of United 
States legislation may, at best, seem incomprehensible and, at worst, 
repugnant to the recipients. Just as the Congress assures the Amer- 
ican public that its national interest is being guarded, so foreign gov- 
ernments must assure their publics that their interests are not being 
bargained away. Dealing on such complex matters as foreign assist- 
ance with over 50 governments, many of them newly independent, 
administratively weak, and politically unstable, requires a flexibility 
and delicacy of touch that is extremely difficult when the Congress 
attaches so many political and economic strings to its foreign-assist- 
ance authorizations. 

Present restrictions take a heavy toll of time and manpower and 
reduce flexibility of action. The foreign assistance agencies must 
scrutinize every move to make sure they are within the bounds of the 
legislation. To enforce legislative instructions, they have had to es- 
tablish special staffs to interpret the legislation and to act as monitors 
to insure compliance. These staffs have developed procedures and 
criteria of their own for judging the propriety of proposals; each 
becomes another point of clearance and potential source of delay. 
Because headquarters does not fully trust the field to understand and 
comply with the fine points of the legislation, there is a tendency to 
review carefully action proposals coming up from the field. This 
requires time and staff in Washington, and it also reduces the flexi- 
bility and discretion of those in the field. To many, the whole foreign- 
assistance effort, both economic and military, appears too closely 
bound in redtape to be effective. 

Special legislative provisions have now accumulated to such an 
extent that it is possible to question whether the principal objectives 
of the program are being served. There is a danger that the basic 
purpose—the development of military and economic strength abroad— 
may be submerged by the weight of supplementary policy objectives 
that limit what can be done and the way it can be done. Huw strictly 
are the legislative limitations and provisos to be interpreted? What 
happens if a government balks at signing the standard agreement? 
How hard must a government be pressed to take its aid in the form 
of American agricultural surpluses? At what point has small busi- 
ness had an adequate chance to bid? How long must important ship- 
ments await the availability of an American vessel? Such questions 
are constantly before the administrators and tend to be resolved more 
in terms of the technicalities of the legislation and the regulations 

ursuant thereto than in terms of the substantive merits of the case. 
here are so many “musts” and “must nots” that it is not clear what 
the priorities are. 
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As a final point, underlining the need for minimizing special legis- 
lative provisions and for giving the aid administrators a clear and 
simple set of priorities, there is the increasing political and economic 
competition from the Soviet Union in many parts of the world and the 
remarkable speed and flexibility with which, up to now, at least, the 
Soviet Union has been able to operate. If this challenge is to be met 
successfully, American foreign assistance may require more freedom 
than it now has to move quickly and to adapt its methods to rapidly 
changing situations abroad. 


LIMITATIONS ON PURPOSES OR OBJECTS OF EXPENDITURE 


A second general issue, closely related to the preceding one, is: In 
what detail should authorizing and appropriating legislation specify 
the purposes and objects for which foreign-assistance funds may be 
expended ? 

This, of course, is a perennial issue in American legislative-executive 
relationships. On the one hand, the Congress frequently insists on 
quite specific instructions and limitations on the purposes of expendi- 
ture. On the other hand, executive agencies often feel that the Con- 
gress has been unnecessarily restrictive and that the basic objectives 
of the Congress could be more readily achieved if greater freedom were 
permitted. The unusual administrative requirements of foreign 
assistance raise the issue sharply and justify its treatment here. 

Compared to most executive departments, the agencies adminis- 
tering foreign-assistance appear, at first glance, to have considerable 
freedom in the use of funds. In making budgetary requests the agen- 
cles present programs in substantial detail, by country, by type of 
activity within countries, and sometimes by specific projects, as well 
as a number of global special programs of various kinds. This pres- 
entation, however, is plainly labeled an “illustrative program,” show- 
ing estimates of advance intentions with the frank admission that 
changing situations may alter the execution of the program. Appro- 
priation acts are drawn in broad terms, for the most part, designat- 
ing large sums of money for the several major purposes and categories 
of expenditure described in the statutes, 

For fiscal year 1957, for example, the major category of military 
assistance, $2,092 million, was appropriated in a lump sum without 
specification by countries or regions. Defense support, $1,162 mil- 
lion, was subdivided into only 4 parts for the major geographic areas 
of the world, with minimum allocations stated for 2 specific countries. 
For development assistance, which is described in the act in only broad 
terms, there was a lump-sum appropriation of $250 million for Asia, 
the Middle East, and Africa, subject to the provisos that (1) no more 
than 25 percent be allocated to 1 country, and (2) at least 80 percent 
be in the form of loans, except for portions that could be furnished 
in the form of agricultural surpluses. For bilateral technical coop- 
eration there was a global appropriation of $135 million. 

The 1957 act also appropriated $100 million to a special Presidential 
fund for security purposes, and the President is further authorized to 
transfer up to $150 million appropriated for other purposes under the 
act to the special fund. Subject to certain broad ceilings, the special 
fund can be spent for almost any purpose connected with United States 
security ; furthermore, $50 million annually can be disbursed without 
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vouchers. Finally there is a general transfer provision authorizin 
the President, with certain exceptions, to transfer up to 10 percent o 
any category to other categories under the act, as long as no category 
is increased by more than 20 percent. Section 513 of the Mutual 
Security Act requires that the appropriate committees.of the House 
and Senate be kept currently informed of certain types of transfers 
and substantial departures from the illustrative programs. Basically, 
the appropriation structure of broad categories of aid, global or 
regional lump sums, and transfer privileges between categories seems 
to provide considerable flexibility. 

A substantial portion of the freedom thus provided, however, is 
taken away by various restrictions. Sums for a number of the smaller 
special programs, such as United States participation in some of the 
special United Nations programs, the aid-to-escapees programs, the 
foreign research reactor program, and ocean freight payments for 
voluntary relief agencies, are made quite specific, so that even with his 
transfer privileges the President has relatively little discretion. 

Other restrictions arise from congressional policy reservations de- 
scribed earlier in this chapter. There is, for example, a current 
requirement that no less than $250 million (for fiscal year 1956 it was 
$300 million) of the assistance be in the form of surplus agricultural 
commodities. Section 509 of the Mutual Security Act of 1954 requires 
that half of the gross tonnage of commodities and equipment delivered 
under the act, broken down by several specific categories, be carried in 
United States flag vessels. Also there are requirements that certain 
percentages of certain categories of aid be in the form of loans rather 
than grants. 

Another important restriction is the ceiling on the amounts that can 
be spent for administrative expenses in connection with foreign assist- 
ance: $23 million for the military programs and $34 million for the 
economic programs in fiscal 1957. To make sure that the agencies do 
not evade the intent of the limit on administrative expenses, the criteria 
by which expenses are allocated as between program and administra- 
tive costs are scrutinized by both the Bureau of the Budget and the 
General Accounting Office. 

There seem to be three broad alternatives for the future: 

1. To specify the purposes, objects, or places of expenditure in 
greater detail than at present; 

2. To maintain approximately the present practice, in which the 
purposes, objects, and places of expenditure are generally stated in 
broad categories but with a number of highly specific limitations and 
instructions; or 

3. To remove the present specific limitations and continue to appro- 
priate in broad categories, thus leaving the executive branch wide 
discretion. 

Specification in greater detail 

There has always been concern, in the Congress and elsewhere, about 
the discretion left to the executive branch under the system of illus- 
trative program budget presentations and of appropriation acts drawn 
in broad categories. The legislative requirement that the executive 
branch keep certain congressional committees informed of substantial 
deviations and transfers is an expression of that concern. Similarly 
the limitations and instructions crosscutting the broad categories in 
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the current appropriation act (e. g., no less than $50 million of defense 
pi «ent to Spain, no less than $250 million in the form of surplus agri- 
cultural products, no more than $33 million for administration of 
economic assistance, etc.) represent deviations from the general pat- 
tern in order to bind the administration closely on points about which 
some Congressmen have strong feelings. 

There are, of course, many ways, from a technica] standpoint, in 
which the Congress could tighten its control further. It might fol- 
low even more extensively the practice of inserting specific minimum 
or maximum figures on details in which it is interested. The basic 
categories of appropriation might be subdivided into smaller appro- 
priation accounts. The illustrative program might be abandoned for a 
more conventional type of budget presentation and appropriation act 
in which firm figures are given by program, or by country, or both, 
and perhaps even by specific projects. A subcommittee of the House 
of Representatives specifically recommended in 1956 that the illustra- 
tive program method be discontinued for technical assistance but did 
not commit itself about other types of assistance.” 

The argument for a more detailed control of expenditures by the 
Congress is based on a set of assumptions about the role of the Con- 
gress similar to the views held by those who justify detailed policy 
control through substantive limitations and provisions, as noted in 
the discussion of the previous issue. It can be pointed out that for- 
eign assistance involves a great deal of money and many important 
interests, and that, if the Congress is to do its duty, it must be more 
specific than it is at present about how much money is to be spent for 
what purposes in what countries. The occasional substantial depar- 
tures from the illustrative programs can be cited as evidence that the 
agencies either have willfully deceived the Congress about their inten- 
tions or have been unduly haphazard in the preliminary planning 
on which the illustrative programs are based. Whatever the reason 
for the discrepancies, the advocates of this position would like to see 
the Congress instruct the executive branch in more detail, either by 
insertion of more specific limits and provisos in appropriation legisla- 
tion, or by a budgeting and appropriating procedure in which the 
agencies are required to present specific programs and are then held 
to them. 

In opposition to this view it can be said that, as a general rule, 
congressional control is best expressed in terms of well-considered 
broad policy and that the Congress defeats its own purposes when it 
attempts to legislate about a large number of details. In completely 
practical terms, it is hard to see how a tighter control of funds could 
fail to do serious damage to the effectiveness of foreign assistance as an 
instrument of United States foreign policy. Foreign assistance is 
a flexible device for the use of American strength, short of war, in a 
wide variety of situations in an unstable world. An appropriation 
procedure that specified in advance how most of the assistance funds 
were to be used would entail high costs in terms of lost maneuver- 
ability and bargaining power. How, for example, could foreign- 
assistance requirements in the Near East for the spring of 1957 have 


2 House Committee on Government Operations, United States Technical Assistance in 
Latin America, H. Rept. 1985, 84th Cong., 2d sess. (Mar. 29, 1956). 
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been adequately calculated in the spring of 1956—or in December of 
1956 for that matter ? 
Continuation of the present practice 

More numerous than the advocates of tighter controls are those 
who feel that a reasonable balance has been struck between the re- 
quirements of freedom and the requirements of control. The agen- 
cies do, after all, have most of their appropriations in lump sums for 
broad categories and areas of the world and a moderate amount of 
transfer privilege between categories. The necessity of reporting 
substantial deviations from illustrative programs does not actually 
prevent modifications but simply serves to warn the agencies that 
they must be prepared to explain them. The maximum and mini- 
mum figures currently being inserted are administrative manifesta- 
tions of policy determinations that the Congress has a complete right 
to make, Although sympathetic to the claims for flexibility, they 
feel that to go farther in the direction of administrative discretion 
would endanger the general control of the Congress, 


Greater discretion 

There are also strong arguments against the limitations and details 
in present legislation. The basic procedure of an illustrative pro- 
gram, with appropriation acts drawn in broad terms, can be viewed 
as the only workable way of handling the financing of foreign assist- 
ance by annual appropriations, contrary to the tendency of the Con- 
gress to insert more and more specific maximum and minimum figures 
within the broad framework. Actually, according to most persons 
concerned with the administration of the program, the broad cate- 
gories of appropriation are now so extensively crosscut with other 
specific instructions and limitations that there is really very little 
elbowroom remaining. In order to comply with legislative instruc- 
tions on the use of funds, negotiators in the field are frequently in a 
position of offering agricultural products that the host country does 
not need and loans that it is not likely to be able to repay. 

Limitations on administrative expense, which arose out of charges 
that the International Cooperation Administration and its predeces- 
sors were overstaffed in Washington and spent too much time re- 
viewing actions proposed by the field, are particularly controversial. 
The foreign assistance agencies claim that they are caught between 
conflicting congressional pressures and instructions. They point out 
that, since 1953, when several previous agencies were consolidated into 
the Foreign Operations Administration, administrative employees 
for economic aid have been reduced from 2,800 to 2,000, while ex- 
perts, technicians, and other program staff have increased from 2,000 
to 2,900, and the workload has continued to increase. For fiscal year 
1957, the Department of Defense was limited to an administrative 
expense of approximately 1 percent of the appropriation for military 
assistance, and the International Cooperation Administration was 
limited to approximately 2 percent of its economic programs. Even 
allowing for the large aggregates in which a great deal of foreign as- 
sistance . is granted, these appropriations seem quite modest. 

Moreover, it is pointed out that there has been a great deal of con- 
cern in the Congress that the International Cooperation Administra- 
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tion do a more careful job of programing and that the proportion of 
assistance given in large grants of “ nonproject” aid be reduced. Be- 
cause administrative overhead results, in large part, from the number 
of projects to be processed rather than from the amounts of money 
involved, this would probably mean a higher ratio of administrative 
to program expense rather than a lower one. To the extent that 
assistance may in the future shift from military to technical coopera 
tion and development purposes, the administrative expense should 
rise. 

There are now occasional reports that limitations on administrative 
expense are having consequences contrary to those intended. Some 
International Cooperation Administration technicians and experts 
abroad are not. being used to full benefit in their specialties because 
lack of administrative support keeps them busy with paperwork and 
the other necessities of keeping a mission going. Moreover, shortage 
of administrative staff limits the speed and flexibility with which the 
agency can respond to emergencies and new opportunities. In order 
to get the work done at all, “the agency must handle everything rou- 
tinely and in turn. Itis commonly said that if a mission ‘chief needs 
a fast clearance on a paper his only sure course is to fly back to Wash- 
ington and “walk it through.” It is difficult to find personnel who 

can drop what they are doing, cut red tape, and get quick action on 
a proposal coming up from the field. 


CONTINUITY OF FOREIGN ASSISTANCE 


Foreign assistance is, at most, only tentatively established as a 
continuing policy of the United States. To be sure, the basic legisla- 
tion is permanent in the sense that it has no specific expiration date. 
Section 2 (a) of the Mutual Security Act of 1954, as amended, declares 
it “to be the policy of the United States to continue, as long as such 
danger to the peace of the world and to the security of the United 
States persists, to make available to free nations and peoples” certain 
kinds of assistance. The act of 1954, however, authorized appropria- 
tions for only fiscal year 1955. In 1955 and again in 1956, amendments 
to the act of 1954 were passed, making slight modifications in policy 
and authorizing appropriations for only the succeeding fiscal year. 
If another act authorizing appropriations is not passed, foreign 
assistance will end on June 30, 1957, exc ept for liquidation activity. 

Thus, the Congress had made clear its limited commitment, and 
there continues to be a great deal of uncertainty about the future of 
the program. Assuming that some kind of foreign assistance program 
will continue for several years to come, this section will consider the 
issue: What legislative commitments should the Congress make with 
respect to the continuity of foreign assistance ? 

There are four alternative courses that the Congress might consider : 

To enact permanent legislation declaring a foreign assistance 
policy and authorizing appropriations; 

2. To enact legislation authorizing foreign assistance programs and 
appropriations for a substantial but limited number of years; 

3. To enact legislation giving permanent authorization and appro- 
priation authority for some types of foreign assistance and continue 
annual authorization of other types of assistance ; or 

To continue the present practice of annual reauthorization. 
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Permanent legislation 

The first alternative would be for the Congress to enact legislation 
establishing comprehensive foreign assistance as a standing policy of 
the United States for an indefinite period of time. A key element of 
such legislation would be a provision permitting subsequent Con- 
gresses to make appropriations for foreign assistance without further 
authorizing legislation. This appropriating authority could be ex- 
pressed either in a specific amount that would serve as a ceiling or, as 
is usually done, merely by authorizing such appropriations as might be 
necessary to carry out the purposes of the act, leaving the level of 
appropriations to be completely determined by the regular budgeting 
and appropriating processes. The enactment of legislation of this 
kind would make foreign assistance as permanent as any Government 
program can be in a system in which no legislature can bind a sub- 
sequent one and in which laws are subject to repeal at any time. The 
evolution, from a temporary, emergency, experimental status to the 
status of a regular program, which many other Federal programs went 
through in their early stages, would be complete. 

Aside from the worldwide political effects of such an unequivocal 
commitment, there would be a great many important administrative 
advantages. This commitment would provide the firm basis, which 
is now lacking, for building appropriate United States administrative 
institutions and for developing is die military and economic 
development plans in collaboration with other nations. A commit- 
ment of this kind would also greatly change the environment in which 
foreign assistance programing takes place, and it would strengthen the 
position of the American administrators in their discussions and nego- 
tiations with other governments. With the prospect of assistance 
continuously available, the United States would be in a position to 
encourage recipient governments to develop stronger machinery for 
programing the use of their own resources. The lack or weaknesses 
of such machinery is now a serious impediment of development, par- 
ticularly in the countries that are the least developed economically. 

The United States would also be able to encourage recipient coun- 
tries to make longer-range commitments involving essential major 
projects the benefits of which would not be immediately apparent. At 
the same time, United States commitments would not be irrevocable 
because the level of expenditures would be reviewed periodically in the 
appropriations process. However, the heavy burden of presenting 
the program to at least four congressional committees each year, which 
now falls upon the foreign-assistance agencies, would be cut in half. 
With permanent status, programing, fiscal, and personnel practices 
could be developed that would be far more efficient than the present 
ones, which are designed for a program that may be terminated at any 
time. 

Against the undoubted administrative advantages of a permanent 
legislative status, it is necessary to consider what, if anything, might 
be lost. The main difference would be the absence of the annual full- 
scale review of the substantive legislation, starting in the foreign 
affairs committees and ending with extended debate on the floors of 
both Houses, which now takes place. The substantive committees 
would, of course, be in continuous touch with the program and could 
bring up new legislation at any time, but their control would perhaps 
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not be as detailed and regular as it is now under the compelling ne- 
cessity of passing new legislation each year in order to keep the pro- 
—- going. It is at least conceivable, although hardly likely, that 
the legislation might get out of date or become inappropriate in the 
light of changing circumstances, or that the executive branch might 
have to be given broader authority to define and adjust the program 
than mer be desirable from the viewpoint of general congressional 
control. 

Permanent legislation might mean some narrowing of the present 
wide sharing of congressional influence over the program that comes 
from annual participation ty both the substantive and the appropria- 
tions committees and usually lengthy floor debate. Annual review 
would center around the appropriations committees, which might have 
somewhat more influence in determining the annual level of program 
expenditures than they have at present. This might be particularly 
true if the authorizing legislation did not specify any level of expendi- 
tures. Presumably, the appropriations committees might exercise less 
discretion if the basic legislation contained guide figures. 

Finally, it is relevant to consider the effect upon the public inter- 
ested in Nuvian assistance, both at home and abroad. It can be argued 
that the present full-scale annual review serves a valuable educational 
function by drawing public attention to the program and the issues 
involved, although it is by no means certain that similar attention 
would not be attracted by appropriations review or by occasional spe- 
cial investigations by legislative committees. Suggestions are alas 
occasionally made that uncertainty about the continuation of Ameri- 
can aid tends to produce a more cooperative attitude on the part of 
other nations than would be the case if the program were permanent. 
This argument would have merit if it is assumed that permanent legis- 
lation would establish the general level of aid for each country, which 
is hardly likely, There must always be room for negotiation and 
maneuver. In general, however, the weight of experience seems to 
be with the long-range partnership approach rather than the “keep 
them guessing” Lereath, 


Substantial but limited commitment 


A second alternative, which is something of a compromise between 
the advantages and disadvantages of the first, would be for the Con- 
gress to enact legislation expressing its intent to continue the program 
for a substantial period of time—possibly 5, 10, 15, or 20 years—and 
authorizing appropriations for that period. The authorization could 
be in terms of a given amount to be appropriated annually, or a total 
amount to be appropriated as needed over the period, or in such 
amounts as the Congress might consider necessary. In any event, 
annual authorizing legislation would not be required. 

Many of the considerations cited above in connection with the pre- 
vious alternative are also relevant here. Such a legislative commit- 
ment, if it were not for too short a ees would provide a basis for 
long-range project planning and sufficient stability to develop effective 
personnel and internal administrative practices. Under this alterna- 
tive, some advantages of annual substantive review might be lost, 
although the appropriations process and the necessity of review after 
several years would retain a substantial measure of ultimate congres- 
sional control. The commitment would be neither indefinite nor irrev- 
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ocable. Arrangements might be made to have the legislation reviewed 
well before the expiration of the authorized period in order to avoid 
uncertainty about the future as the period drew to a close. 


Mixed permanent and yearly authorizations 


A third alternative would be to put some types of aid on a perma- 
nent or continuing basis with appropriate financing authorized, but 
to make annual decisions about the future and magnitude of other 
types. For example, it is suggested that there is widespread agree- 
ment, going back to the passage of the Act for International Develop- 
ment of 1950, that technical cooperation should be a long-range under- 
taking and that significant results are to be expected only over a num- 
ber of years. The Act for International Development was originally 
in the form of permanent legislation, but world events, subsequent 
administrative reorganizations, and the revision of legislation have 
converted it to an annual program. The financial commitment in- 
volved in making this program permanent would be quite modest. 
There are, of course, many arguments in favor of permanent status for 
both military and economic assistance. It is not the purpose of this 
alternative to conclude that one program is more important than the 
other but simply to suggest the possibility of making some distinction 
among the three categories if the Congress should decide to adopt this 
approach. 

The chief advantage of this alternative would lie in retaining the 
possibility of annual review of those parts of the assistance program 
that the Congress might be most uncertain about, while giving other 
portions the benefits of stability and permanence. At least part of 
a major financial commitment might thus be hedged. 

The principal argument against this alternative is based upon a 
doubt that the categories of technical, economic, and military assist- 
ance are really separable in practice. Experience seems to indicate 
that technical cooperation without the availability of loans and grants 
for development purposes is of limited effectiveness. Likewise, mili- 
tary assistance of any considerable magnitude, particularly to under- 
developed countries, often requires supplementary economic assist- 
ance in some form to make it effective. Different legislative author- 
izations might tend to perpetuate an already artificial distinction be- 
tween the various types of aid. The aid agencies might well find them- 
selves in situations in which the benefits of permanence of one type 
could not be fully realized because of uncertainty about the others. 


Continuation of present pattern 


To complete the range of possibilities, the fourth alternative would 
be to leave the situation unchanged. The general policy declaration 
in the Mutual Security Act of 1954 about continuing the program 
might—or might not—be strengthened, but in any event annual re- 
views and legislation involving both the Foreign Affairs and the 
Appropriations Committees would continue to be required. , If the 
principal uncertainty in the Congress were over the desirable level of 
expenditure instead of the question of continuing the program, adjust- 
ments might be made in the legislation to authorize the foreign assist- 
ance agencies to develop personnel systems and other administrative 
machinery appropriate for permanent rather than temporary agencies. 

The advantages of this situation are those mentioned above as 
growing out of a full-scale annual review of both legislation and 
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appropriations. The Congress remains firmly in control with oppor- 
tunities for continuous adjustment to the world situation. 

The disadvantages of continuing the present system of annual re- 
authorization have also been noted above, in connection with the 
first alternative, but can be reiterated briefly: large expenditures of 
administrative time on reports, presentations, and hearings; con- 
tinued improvisation with regard to personnel; difficult negotiating 
positions for the administrators as they deal with other countries; 
and programing that must concentrate on the short run and is severely 
handicapped in reaping the benefits of long-range planning and large 
projects. The latter two difficulties are particularly acute when 
Seater funds are available for obligation for only 1 year, 
which is the key point of the next issue to be discussed. 


AVAILABILITY OF FUNDS 


Foreign assistance was born into a framework of laws, customs, 
and controls that prescribe how Government agencies shall manage 
their personnel, obtain and account for funds, and otherwise conduct 
themselves in relation to the Congress and the public. Recognizing 
that this control system was largely developed for domestic programs 
considerably different from foreign assistance, the Congress has 
granted certain special authorities and exemptions. On the other 
end, certain unusual controls have been applied. 

The conventional practice of annual appropriations, available for 
obligation during 1 year, is, with limited exceptions, followed for for- 
eign assistance. A good many difficulties have arisen, however, in re- 
conciling this procedure with the unusual requirements of administer- 
ing foreign assistance, The issue to be considered here is: How long 
should foreign assistance appropriations be available for obligation ? 

Although it is put narrowly in terms of funds, this issue is difficult 
to separate from the question, discussed earlier, of whether the United 
States should make a longer-term commitment to these programs. 
Some of those who are basically opposed to foreign assistance appear 
to strive, in lieu of winning their major point, to impose a minimum 
financial commitment and to restrict the flow of funds as much as pos- 
sible. Others would be unwilling to terminate foreign assistance 
altogether but are still uncertain about making a permanent commit- 
ment; the annual appropriation and 1-year availability hold the line 
until the future can be seen more clearly. 

Three broad alternatives will be discussed : 

1. To continue the present general practice of annual appropria- 
tions, available for 1 year; 

2. To make annual appropriations, available for longer than 1 year; 

3. To provide funds, through either appropriation or nonappro- 
priation devices, for several years in advance; or 

4. To adopt some combination of alternatives 1, 2, and 3. 


Annual appropriations, available for 1 year 
Funds for eeepien assistance are, in general, appropriated annually 
and are available for obligation for only 1 fiscal year. In recognition, 


however, of the unusual problems of the foreign assistance agencies, 
the Congress has made several limited exceptions to that rule. Recog- 
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nizing the complexities of procurement and the long lead time required 
for the production of major military items, the Mutual Security Act 
of 1954, as amended, authorizes appropriations for the principal cate- 
gory of military assistance, which consists primarily of actual military 
equipment, to be available until expended. In appropriations par- 
lance, this would be “no year” money. The appropriation acts, how- 
ever, have limited the availability of the military assistance funds to 
1 year, with one exception. Military assistance funds that within the 
fiscal year for which appropriated are “reserved” te pay for certain 
kinds of military equipment that the 3 military services order in com- 
mon with their procurement for domestic use, are continued available 
for 2 additional years for reimbursement to the service concerned. 
The Congress has also retained close control of the funds involved 
by appropriating each year only the amount that it is anticipated will 
be programed. Thus agency programing is still largely on a year-by- 
vear basis, even though there is a limited amount of flexibility about 
when the funds will be formally obligated and disbursed. 

In the past 2 years, a certain amount of flexibility has also been intro- 
duced with respect to funds for economic development, although the 
amounts are relatively modest in relation to the total foreign assistance 
picture. For fiscal year 1956, the Congress voted, in addition to the 
tegular annual funds for development assistance, a fund for Asian 
economic development of $100 million to be available for 3 yeais, 
through fiscal year 1958. In fiscal year 1957, in lieu of additional ap- 
»ropriations to the Asia fund and to an Africa fund, which the Presi- 
dent requested, the Congress consolidated these special funds with the 
category of development assistance and authorized $250 million to be 
available through fiscal year 1960. Here again, however, the appro- 
priation act made these very funds available for only 1 year. 
~ There have been other unsuceessful attempts to make exceptions 
to the general rule of 1-year availability. For example, the Mutual 
Security Act now provides authority in certain cases for the agencies 
to enter contracts in anticipation of later appropriations, but the 
Appropriation Act for 1957 did not contain the language necessary 
to make the authority effective. For defense support, technical co- 
operation, atoms for peace, and several other special economic and 
inilitary programs, the appropriation is still available for only 1 year. 
‘The Congress denied a presidential request to have the appropriation 
for fiscal year 1957 available until at least September 30—availability 
for 15 rather than 12 months. 

The Congress has also imposed one special restriction on the foreign 
ussistance programs. ‘The Mutual Security Appropriation Act for 
1957 provides in section 105 that: 

Except for the appropriation entitled “Special Presidential 
Fund,” not more than 20 per centum of any appropriation 
item made available by this Act shall be obligated and/or 
reserved during the last two months of the fiscal year. 


Similar restrictions have appeared in previous acts. 

Although the very limited exceptions to the 1-year rule could be 
remoyed, and controls on the availability of funds conceivably 
tightened, there seems to be little, if any, sentiment for that course. 
(t is necessary, however, to consider the arguments for continuing 
upproximately the present practice. 
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The advocates of this position have the advantages that go with 
the defenders of the status quo and the conventional practice. As 
long as most of the rest of the Government operates on 1-year appro- 
priations, why should foreign assistance be an exception! One-year 
Set) oan it is argued, tend to keep the Congress firmly in con- 
trol of general policy because the annual appropriations process pro- 
vides ample opportunity for the review of policy problems, adjust- 
ments in the magnitudes and internal balance of the program, and 
new instructions to the agencies. Annual appropriations also 
strengthen the control position of the Bureau of the Budget. General 
control of fiscal policy may be aided by a limited duration of appro- 
priations. Funds available indefinitely, particularly large ones, may 
get out of hand and commit the Government to expenditures several 
years later, which at that time may be undesirable from the viewpoint 
of fiscal policy. The annual return to the Congress for more funds 
is a constant reminder to the agencies not to obligate for any purpose 
they are not immediately willing to justify. There is also the argu- 
ment that limited appropriations make for a taut programing process 
because it is necessary for the agencies to move expeditiously in order 
to get decisions made and funds committed without the delays that 
might occur if the funds were available for a long period. 

In addition to these general considerations, there have been certain 
specific experiences that are cited to demonstrate the need for con- 
tinuing tight control of funds. For several years during and immedi- 
ately after the Korean conflict, delivery of military assistance equip- 
ment was behind schedule, with consequent accumulation of large 
unspent balances. Although this situation seems to be well on its way 
to being corrected, there are those who feel that any relaxation of the 
general rule that military assistance funds must be either reserved or 
obligated in the first year would be an open invitation to serious 
additional loss of control. 

The restriction on obligating over 20 percent of the funds in the last 
2 months of the fiscal year was applied after the Congress noted a 
tendency for a large proportion of the funds to be obligated very late 
in the fiscal year. These late obligations were interpreted as evidence 
that the agencies had been unduly leisurely in their programing, or 
that a large number of commitments of uncertain necessity had been 
made simply in order to keep appropriations from lapsing. There are 
many who firmly believe that the prodding of such controls is required 
to make the foreign assistance agencies improve their programing 
practices, and they interpret the improvements in those practices that 
undoubtedly have occurred in the past year or two as evidence of the 
success of the control system. 


Annual appropriation, longer availability 


The eet of the present system generally stress the need for 
greater flexibility. They insist that the complicated nature of foreign 
assistance programing—both the internal planning and the negotiating 
with foreign governments—makes futile any attempt to force the 
process into rigid 1-year cycles. Some projects can be developed from 
the idea to the action stage fairly quickly, but many, for various rea- 
sons, have to be nurtured slowly. Foreign governments have their 
own problems, and some of them, particularly in the less-developed 
countries, exhibit a persistent tendency to administrative indecision 
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and inaction. Over the long run, American assistance may influence 
such governments toward better programing, but in the meantime the 
pace of foreign assistance negotiations must be adjusted to the delib- 
erate tempo of administration and the irregular tempo of politics in 
such countries, even if it means some disruption of the time-honored 
United States appropriations cycle. 

It is also argued that the limited availability period, coupled with 
the 20-percent restriction in the last 2 months of the fiseal year, results 
in worse, not better, project choices. It is often well after the begin- 
ning of the fiscal year when the appropriation act is passed and the 
agencies know how much money they will have. Several more weeks 
are then required to review the program in light of changed conditions 
since the appropriation request was submitted and to adjust differences 
between the amounts requested and those actually appropriated. Thus 
it is usually in the late fall or early winter before the individuals 
responsible for committing funds know how much they have to work 
with; by that time, the April 30 deadline for obligating 80 percent of 
the funds seems alltoo near. In effect, 80 percent of the appropriation 
must be obligated during approximately 7 or 8 months of the fiscal 
year. Having funds available for longer periods of time would, it is 
argued, spread the obligating process more evenly and avoid any waste 
involved in “crash” programing. 

Arguments such as these lead to the second general alternative course 
of action. Advocates of this alternative fell that, if the practice of 
annual appropriations is to be maintained, the minimum requirement 
for a successful and flexible program is to have the funds available 
for obligation for longer than a year. 

There are, of course, many ways in which this could be done tech- 
nically. The simplest and most sweeping change would be to make 
all foreign assistance appropriations available until expended— 
“no year” money, in other ord: Such a change would not necessarily 
involve a greater financial commitment on the part of the Congress, 
because the practice of appropriating annually an amount approxi- 
mately equivalent to 1 year’s requirements could be maintained. It 
would mean, however, that the process of making plans, negotiating 
with foreign governments, and obligating funds would be freed from 
the confines of the annual appropriations cycle. Funds would be com- 
mitted when a project was fully planned and agreed upon. There 
would be no need for hurried obligation of funds in order to prevent 
their lapsing, or any danger of having to withdraw from project 
negotiations because the money tentatively earmarked for the project 
had lapsed. 

Extended availability of funds would provide another desirable type 
of flexibility. Many observers have pointed out that the whole budget- 
ary process of illustrative programs preparation, justification before 
committees and discussion in committee hearings and on the floors of 
the houses, results in a substantial advance commitment by the United 
States of the amount of aid that will be given to any country in any 
given yeat. From the extended preliminary discussions, knowledge 
of the level of aid during the previous year, and the fact that the funds 
will expire in a year, foreign countries develop expectations and know 
that there will be considerable pressure on the American administra- 
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tors to commit approximately a certain amount of money during the 
year. The negotiating position of these governments is strengthened, 
and.the position of the American aid missions correspondingly weak- 
ened, by this knowledge. 

If funds were available for obligation for longer periods, the aid 
missions would not be confronted by this dilemma; they could hold 
the funds until satisfactory plans and projects had been agreed upon. 
The flow of aid into each country would not necessarily be in more or 
less even annual increments, but it would depend in large part upon 
the rate at which the various countries submitted sound requests and 
proposals. The merit of the requests, not the stage of the appropria- 
tions cycle, would be the controlling factor in determining acceptance 
or rejection. 

If the need for more flexibility were granted but the Congress were 
still unwilling to go so far as to make all foreign assistance funds 
available until expended, a number of lesser but still important changes 
could be made. Making effective the authorities that have been 
granted by the authorizing legislation but denied by the appropriat- 
ing legislation—-no-year money for military assistance, 3-year money 
for development assistance, and extended contracting authority— 
would have a pronounced effect. Other special authorities might be 
granted for specific types of categories of assistance. Another pos- 
sibility would be to grant a modest extension of availability, such as 
the 15 months’ availability requested by the executive branch last year. 
Abolition or mitigation of the 20 percent in the last 2 months’ restric- 
tion would be a minimal change. 

Alterations of procedure such as these would do a great deal to 
ease the adjustment of assistance programing to an annual appropria- 
tion process. In addition to flexibility in planning, such changes 
would enable the agencies to make modest commitments of funds ex- 
tending over substantial periods of time without any substantial loss 
of congressional control of the magnitude of aid expenditures from 
year to year, 

Provision of funds several years in advance 

A third alternative holds that although extended availability would 
be helpful, it isnot enough. In one way or another, foreign assistance 
funds must be provided for several years in advance, without going 
through the annual appropriations process. It is also assumed that 
such funds would have to be provided with great latitude as to the 
purposes and places of expenditure. 

The case for this alternative rests on the reasoning that building up 
military forces and building up foreign economies are simply not 
1-year jobs but larger enterprises that must be approached from the 
broadest possible perspective. Many important tasks extend over 
considerable periods of time, perhaps decades, and require far more aid 
than could possibly be committed out of any annual appropriation 
without extreme distortion of the program. From the viewpoint of a 
receiving country, there is little point in starting such projects without 
assurance that they will be finished. Without this assurance, the need 
to be cautious and the pressure for visible accomplishments result in 
concentration upon short-range but perhaps not very essential tasks. 

The United States interest also suffers from short-run programing 
because a critical problem in foreign aid administration is often to 
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ersuade other governments to make long-range commitments that the 
Inited States believes would be in their interest. as well.as in the 
American interest. The United States position in such negotiations 
would be much strengthened if American officials were in a position 
to make longer-term commitments. For these reasons, it is argued, 
the foreign assistance agencies should have substantial resources at 
their disposal which could be committed flexibly over a period of years 
and in amounts as large as the circumstances require. The way to give 
this freedom would be to provide funds for several years in advance. 

There are various ways in which this could be accomplished from a 
technical standpoint. One way would be simply to make a large ap- 
propriation, equivalent to anticipated expenditures for several years, 
to be available for several years or perhaps until expended. Another 
way would be to give the foreign assistance agencies some kind of 
assured income, perhaps from the returns on existing public forei 
loans, to be freely available for relending or other expenditure. ‘The 
current experience of the International Cooperation Administration 
with the use, for development purposes, of foreign currency proceeds 
from agricultural product sales abroad under Public Law 480 is rele- 
vant to this question. Advance financing of foreign assistance might 
also be done through subscriptions to the capital stock of a Govern- 
ment corporation, or through various types of nonappropriated public 
debt transactions. Although such methods are unconventional, they 
are by no means unknown in the American governmental system, hav- 
ing previously been used for a number of programs both foreign and 
domestic. The financing of the Export-Import Bank is the example 
closest to the present case. 

Any of these possibilities would, of course, require adjustments in 
the present practice of annual authorization and appropriation. From 
an administrative viewpoint, such a course would have the advantage 
of permitting agencies to make reasonably firm program projections 
for several years ahead and to negotiate with foreign governments on 
that basis. Without making irrevocable commitments, the bargaining 
power of the United States would be considerably enhanced. More- 
over, the nature of the process of economic development and of insti- 
tutional, including military, change strongly suggests the need for 
long-range planning. Against the advantages of this change must be 
weighed the disadvantages of a modest loss in year-to-year congres- 
sional fiscal control and the possibility of giving specific instructions 
to the foreign assistance agencies in the course of the appropriations 
process. Even a major legislative and financial commitment would 
not, of course, prevent continuous observation by the appropriate sub- 
stantive committees and new legislation at any time. 


Combination of systems 


Various combinations of the above three alternative methods of 
handling this issue might be adopted, but the possibilities are fairly 
obvious and need not be elaborated here. Some parts of the program 
might be kept on an annual appropriation basis with tight controls 
on the availability of funds. Other parts might be given greater 
discretion in the timing of expenditure of annually appropriated 
funds. Still other parts might be given long-range financing by one 
wf the methods previously mentioned. If the emphasis in the overall 
American assistance effort should shift toward a greater emphasis 








40 FOREIGN ASSISTANCE PROGRAMS 


on economic development, with a larger outflow of capital investment 
funds, the case for the last method would become correspondingly 
stronger. 

ACCOUNTABILITY FOR FUNDS 


Like other Federal agencies, the agencies administering foreign 
assistance are subject to examination and control by the General 
Accounting Office to insure that they have properly accounted for 
their funds and that all laws concerning the handling of funds have 
been complied with. Also, like other agencies, the International Co- 
operation Administration and the Department of Defense have 
encountered certain difficulties in their relations with the General 
Accounting Office. 

A certain amount of friction in such relations is inevitable. On 
one side is the controller ; on the other, the controlled. One is respon- 
sible for enforcing compliance with complex rules in a narrow sector 
of governmental activity; the other is responsible for achieving posi- 
tive program results. The General Accounting Office and its account- 
ants and lawyers tend to interpret the rules conservatively; the pro- 
gram administrators in the Department of Defense and the Inter- 
national Cooperation Administration tend to seek the maximum 
latitude. The accountants and lawyers inside the operating agencies 
are usually cast in the role of brokers or mediators between the two. 
Unless the concept of accountability is abandoned altogether, the 
process of disagreement, discussion, and adjustment will have to con- 
tinue in one form or another. At best, it can only be made easier 
by clearer concepts, greater efficiency, and more good will on all sides. 

It is beyond the scope of this study to examine in detail the problems 
that have arisen between the General Accounting Office and the for- 
eign assistance programs. Many of them are based on highly technical 
questions. It is important to note, however, the existence of a prob- 
lem area of major importance. Some officials think that the auditing 
controls on foreign assistance, based on legislation by the Congress 
as presently interpreted by the General Accounting Office and applied 
within the operating agencies, are too stringent in view of the special 
problems of foreign assistance programs. 

The issue here is: To what extent should foreign assistance agencies 
be relieved of some of the requirements of accountability normally 
imposed on domestic agencies? As discussed here, this includes both 
the legislatively defined standards of accountability and the manner 
of their interpretation and application by the General Accounting 
Office. Although the two are technically separate questions, they are 
difficult to separate in practice. 

This formulation of the issue eliminates extreme positions. In other 
words, no one seriously contends that the foreign assistance agencies 
should have funds for which they are not accountable and thus be 
outside the jurisdiction of the General Accounting Office. Neither is 
there any substantial support for the idea that the foreign assistance 
agencies should be made to follow to the last detail all the rules and 
procedures of accountability that are applied to the old-line domestic 
agencies. To some extent, the General Accounting Office auditing 
procedures are already adjusted to the peculiar nature of foreign 
assistance operations. The question is whether the standards and 
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procedures have been adjusted enough. Therefore, the analysis is 
in the form of two broad alternatives: 

1. To grant the foreign assistance agencies substantial exceptions 
to the requirements of accountability normally imposed on domestic 
agencies ; or 

2. To continue, as at present, to make only moderate exceptions and 
adjustments for the foreign assistance agencies. 

Substantial exceptions 

Several arguments are commonly made by the advocates of greater 
exceptions. They point out that regardless of the present minor 
adjustments, the concepts and techniques of auditing now used have 
been evolved primarily out of domestic experience. These concepts 
and techniques need major adjustments to the peculiarly complex 
overseas operations of agencies like the International Cooperation 
Administration. How, it is asked, can Washington standards of ac- 
countability and fund control be applied in countries where conditions 
are relatively primitive, where the host government may be disorgan- 
ized, or where the need for swift action seems paramount? How can 
procedures that may be quite appropriate for the Department of Agri- 
culture or the Patent Office be applied to a program that is not deter- 
mined exclusively by the United States but is shaped in protracted and 
often delicate negotiations with foreign governments whose internal 
procedure and political problems may = even more difficult than those 
of the United States? 

The advocates of this position also point out that auditors are 
traditionally conservative and restrictive in their interpretations of 
law, and they claim that the General Accounting Office interprets the 
law even more strictly than is warranted. To avoid trouble, the con- 
trollers inside the agencies then place even tighter restrictions on the 
program administrators than the General Accounting Office rulings 
necessarily require. At the end of this chain of rulings, each more 
restrictive than the last, it is alleged that the persons responsible for 
program results have very little latitude in choosing their methods 
and are forced to submit to elaborate procedures that take a heavy toll 
in both time and money. These procedures are said to slow down 
program accomplishments and add little, if anything, to real account- 
ability or control. In effect, so it is claimed, the auditors transgress 
on substantive decisions about the desirability of program expendi- 
tures even though in theory they are concerned with only procedural 
matters. 

One specific source of friction seems to be the application of section 
1311 of the Supplemental Appropriation Act for 1955,3 which sets 
forth the standards for determining what is a valid obligation of 
appropriated funds. Many administrators, particularly in the Inter- 
national Cooperation Administration, claim that the current interpre- 
tations of section 1311 simply do not fit the realities of the situations in 
which the International Cooperation Administration must negotiate 
with foreign governments and plan projects. Because of the firmness 
of the agreements that are required with other governments to permit 
a valid obligation of United States funds, American officials sometimes 
must ask such governments to make commitments of a magnitude and 


* 68 Stat. L. 801. 
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for a period of time greater than the officials themselves are permitted 
to make to fulfill their side of the bargain. 

It is impossible, furthermore, to treat a project as an entity for 
obligation purposes; there are different rules aidet: which the various 
components of a typical project—commodities, United States techni- 
cians, foreign trainees, etc.—can be obligated. Funds for commodities, 
contractual services, and certain other types of costs can be obligated 
at the beginning of a project. On the other hand, the costs of United 
States technicians can be obligated on only a month-to-month basis as 
project proceeds, a direct application of the conventional domestic 
rule. 

Thus the United States can make a full commitment of funds for 
technical services if it can find a contractor to carry out its share of a 
project, but not if it relies on its own technicians. And funds for the 
training of foreign technicians cannot be obligated until the names of 
the trainees are known, and in no case more than 9 months before the 
training starts. This creates numerous complications in trying to 
reconcile the timing of the United States fiscal year with the time 
when a man can be spared from his job in the foreign government and 
when he can start what may be a rigidly scheduled training course at 
some United States institution. The result of all this is elaborate 
paperwork for hundreds of obligations, deobligations, and reobliga- 
tions, which imposes a heavy burden on the agencies and tends to 
splinter the unity of project planning, accounting, and control. 

The application of section 1311 is only one example of the difficul- 
ties created by stringent auditing controls. These controls appear to 
bear heaviest on operating personnel within the International Cooper- 
ation Administration and the Department of Defense, but objections 
to them are frequently made by organizations doing work under con- 
tract for foreign assistance and by outside observers with no direct or 
prejudicial interest. There are strong arguments for greater freedom 
for the operating agencies, both through legislative exceptions to the 
accounting standards and through more flexible nititades and pro- 
cedures of the General Accounting Office. 


Continuation of present controls 

The defense of the present auditing standard rests basically on the 
strongly held view that it is the duty of the Congress, the General 
Accounting Office, and responsible fiscal officers to take all possible 
precautions to protect public funds. The argument is that this is a 
duty that makes it necessary to enforce rules that others may complain 
about but, in the end, always find a way to comply with. 

Advocates of the present situation also claim that the duties of audi- 
tors go beyond the mere guarding of funds against fraud or misappro- 
priation. It is necessary to insist that standards of accounting be 
employed that will provide information about the general effectiveness 
of program management and give the Congress information necessary 
to discharge its obligation for governmentwide fiscal control. For 
this reason, it is necessary at times to ask questions about the proce- 
dures of an agency for reaching decisions about the commitment of 
funds. It is pointed out that section 1311 had its origin in the conclu- 
sion reached by a number of Members of the Congress that the agencies 
had been making dubious obligations in order to keep appropriations 
from lapsing. 
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In summary, many feel that there are good historical reasons for the 
present controls, that the General Accounting Office is reasonable in 
adjusting its auditing procedures 'to the unusual operating problems 
of the foreign assistance agencies, and that the obligation to safeguard 
United States funds and keep the executive branch under constant 
surveillance requires approximately the present standards and: pro- 
cedures of accountability. 


FORM OF ADMINISTRATIVE AGENCY 


The suggestion is frequently made that difficulties have arisen in the 
foreign assistance field, as in other fields, because the wrong organiza- 
tional form has been utilized. Would not the use of a Government 
corporation, rather than a conventional administrative agency, solve 
the problem of reconciling discretion and control, and enhance effi- 
ciency as well?* The following discussion will analyze the issue of 
what form of Government agency should be employed to administer 
foreign economic assistance. The two basic alternatives to be consid- 
ered are: 


1, A Government corporation, or 
2. A conventional Government department or agency. 


A Government corporation 


The proposals that have been made for new foreign assistance cor- 
porations vary a good deal with regard to the functions and powers the 
corporation would have. It is not feasible here to attempt to describe 
and argue the advantages and disadvantages of each possibility. » Pre- 
sumably, a Government corporation could perform roughly the func- 
tions now being performed by the International Cooperation Admin- 
istration. ‘The development lending functions now being performed 
by the Export-Import Bank might be transferred to such an institu- 
tion. Such a corporation could operate as an independent agency or 
within the general purview of the Department of State. None of 
these questions of allocation of function or channel of reporting are at 
issue here; this issue concerns the merits and demerits of the corporate 
form as such. 

Establishing a corporation to handle economic assistance would not 
be unprecedented. The United States now uses the corporate form 
for a limited number of domestic activities in the economic field, and 
one agency that is already in the field of economic assistance, the 
Export-Import Bank, is a corporation. Technical cooperation in 
Latin American has always been administered through a Government 
corporation, the Institute of Inter-American Affairs, although in 
recent years the autonomy of the Institute has been reduced by con- 
gressional and administrative action to such a degree that it is now 
little more than a regional arm of the International Cooperation Ad- 
ministration, with few of the normal corporate attributes. 

The most common argument for the corporate form is really an 
extension of the arguments previously made on behalf of continuity 
and administrative flexibility. It is pointed out that the nature of 


*For diseussion of the relevant experience and merits of administering technical as- 
sistance through a Government corporation, see a forthcoming book by Philip M. Glick, 
Th Future Can Be Built: The Administration of Technical Cooperation in the Amer- 
icas, to be published by the University of Chicago Press, 1957. 
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the foreign assistance task—the complexity, variety, worldwide scope, 
and rapidly changing pace of operations—requires great flexibility in 
administrative methods and short-range goals. Historically the cor- 
porate form has sometimes been used when the Congress wanted to 
confer upon an administrative agency substantial freedom to deter- 
mine its own operating methods and internal management policies. 
Thus foreign assistance should be administered by a corporation, 

It should be noted that this argument assumes that, if a foreign 
assistance corporation were established, it is likely that it would be 
given administrative pone and freedoms that the Congress has been 
reluctant to grant the existing foreign assistance agencies. It is 
probably true that if foreign assistance were entrusted to a Govern- 
ment corporation, such a corporation would be likely to have some- 
what more freedom in administrative matters than the present foreign 
assistance agencies have. It should be realized, however, that the 
Government corporation is not a standardized form the characteristics 
of which follow automatically after the name. The outward form 
and title of a corporation do not in themselves mean much for opera- 
tional purposes. Each corporation has the attributes that the Con- 
gress and its administrators choose to give it, and there are great varia- 
tions, ranging from the Institute of Inter-American Affairs to some 
highly independent corporations in the mortgage banking field. Thus 
the corporate form might be helpful, but it would not in itself solve 
the seabiiann of administrative flexibility. The corporate form might 
be conferred as the result of a prior decision to grant more adminis- 
trative discretion in foreign assistance, but would not in itself be the 
cause of such freedom. 

A second line of argument on behalf of the corporate form is 
that the day-to-day operating tasks of foreign assistance are in some 
ways comparable to the commercial activities of business corporations. 
Although foreign assistance is not expected to operate at a profit, it 
does have a certain amount of income from interest and repayments 
on loans. This would be particularly true if some of the present for- 
eign lending functions of the Export-Import Bank were included in a 
new agency. Even some parts of the foreign assistance function that 
do not bring a return, such as administering grants for economic aid 
and development, are said to be more like private business than Gov- 
ernment operations because they involve granting lines of credit and 
supervising the procurement and use of commodities all over the 
world. And basic to the whole foreign assistance program are trans- 
actions with a host of entities, public and private. Therefore, the 
normal corporate attributes of power to enter contracts, to sue, and 
to be sued might be appropriate. 

A third argument is that the corporation might emphasize the im- 
portance of foreign assistance and tend to set it apart from other 
United States interests. This separation is believed by some to be 
desirable, both for its psychological effects abroad and for its effect 
upon day-to-day decisions about foreign assistance. It should be 
noted that this argument also is based not on any inherent characteris- 
tics of the corporate form but on the expectation that a foreign assist- 
ance oe would be organizationally separate from the other 
United States agencies with overseas interests. Those who advance 
this argument are really talking about an independent agency, and 
whether it was a corporation or not would seem to make little differ- 
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ence. Conversely, a corporation merged with the Department of 
State, as the Institute of Inter-American Affairs now is, would have 
little to offer the proponents of this argument. 

A fourth argument is that the corporate form might make it easier 
to enlist the participation of individuals and entities outside of the 
Government. A corporation might possibly have more flexibility 
to enter agreements for related or cooperative projects with private 
business firms, foundations, universities, and nonprofit voluntary 
organizations of various kinds. The corporate form would provide a 
framework within which, if it should be thought desirable, the Gov- 
ernment might even share the financing ant top management of 
eoeeg assistance with nongovernmental organizations and indi- 
viduals. 


Conventional agency 

The case for the conventional agency consists of a refutation of most 
of the advantages claimed for the corporation, certain additional con- 
siderations suggesting that the corporate form would not itself do 
any good and might possibly do harm to foreign assistance, and a 
conclusion that the conventional department or agency form ought 
to be maintained. 

In the first place, as noted previously, the preference of many peo- 
ple for the corporate form is based on an assumption that a great 
deal of administrative freedom would automatically ensue. A|- 
though it is true that 20 years ago many Government corporations had 
great freedom, much of this freedom has long since been taken away 
by congressional or administrative action. A government corpora- 
tion has only those powers that the Congress chooses to give it, and 
there is little reason to believe that the Congress would give powers to 
a foreign-assistance corporation that it denies to a foreign-assistance 
agency. Conversely, the freedoms that many people would like to 
see given to the foreign-assistance program can be given just as well 
to a regular agency; many noncorporate agencies already have such 
freedoms. 

Secondly, the analogies between foreign-assistance operations and 
the commercial activities of corporations are only superficial.’ It 
may be true that some of the processes, such as purchasing, contracting, 
and lending, are similar, but these are only means; the goals are dras- 
tically different. It would be a mistake to force foreign assistance 
into an organizational form that in any way suggests that its purposes 
are commercial or that the principal concern is with the balance sheet. 
The objective of foreign assistance is to produce economic and social 
development in other countries. Grants and loans are only means to 
those ends, even though loans may in the long run be repaid or show 
a net profit. 

Third, it can be argued that if the corporate form should lead to the 
autonomy and separation of the assistance program from other United 
States political, military, and economic interests overseas, it would 
be a loss rather than a gain. Foreign assistance cannot be pursued 


5 For discussion of the criteria for use of the Government corporation form, see U. 8S. 
Commission on Organization of the Executive Branch of the Government, Task Force 
Report on ro Funds and Business Enterprises of the Government (January 1949), 
pp. 174-175. 
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as an isolated program; the goal should be administrative and sub- 
stantive unity, not dispersion. 

Closely related to the preceding point is the argument that the 
establishment. of a corporation would accentuate an already difficult 
personnel situation. K corporation might have great freedom to 
develop its own personnel system, but what is needed at the present 
time is not so much freedom as more integration of the personnel 
systems under which persons are sent abroad in the service of the 
United States. Although the corporate form would not be an abso- 
lute bar to such a move, it might increase the difficulties of integrating 
the personnel of the International Cooperation Administration with 
those of the Department of State and the Foreign Service. 

Finally, there is doubt that a corporation would necessarily enhance 
cooperation or participation by private individuals and nongovern- 
mental agencies in the foreign-assistance effort. A great deal of non- 
governmental participation, through contracts, grants, and other de- 
vices, has already been achieved under present arrangements. About 
the only new course that a corporation might open up is the possibility 
of some sort of sharing of financing and program control, and it is 
doubtful that any such advantages would compensate for the prob- 
lems of accountability and ultimate control that would be raised. Un- 
like some European countries, the American governmental environ- 
ment has never been favorable to mixed enterprises, preferring, when 
in doubt, to keep them wholly public so that there may be no question 
of a conflict of interests. 








CHAPTER IV 
ALLOCATION OF ADMINISTRATIVE RESPONSIBILITIES 


The postwar foreign-assistance programs have raised a number of 
issues concerning the allocation of bavic authority among the major 
executive departments and agencies concerned, Because the pro- 
grams propelled the Government in relatively new directions, they 
could scarcely be dealt with by existing procedures and staffs. They 
required innovations that inevitably gave rise to, and were affected 
by, some degree of friction between the new and the old... The unusual 
speed with which these programs had to be set up, particularly in 
connection with the creation of the Economic Cooperation Adminis- 
tration, only increased the tension. 

The magnitude of the programs also made it more difficult to merge 
them with existing activities and was thought, in some cases, to require 
a substantial measure of administrative independence from existing 
agencies and controls. The emphasis on the temporary nature of the 
programs, moreover, reinforced the tendency to set them apart from 
functions that were thought to be of a more enduring nature. This 
development was part of a larger and more long-range trend toward 
the use of an ever-widening range of skills and resources to deal with 
foreign affairs. It has had the effect of turning agencies, long preoc- 
cupied with domestic matters, toward the outside world and has ac- 
cordingly complicated and challenged the role of the Secretary of 
State as the President’s chief adviser with regard to matters of foreign 
policy. This development has contributed to recurring efforts to raise 
the level of foreign policy coordination from the Secretary of State 
to the President. 

Although a new allocational balance was achieved with the estab- 
lishment of the International Cooperation Administration, many of 
the tensions and frustrations of the past are still present and give rise 
to the following issues to be discussed below: 

1. What authority and responsibility for the military assistance 
program should be vested outside the Department of Defense? 

2. What should be the relationship between appropriations for 
military assistance and appropriations for other forms of assistance ? 

3. What should be the relationship between the Department of 
State and the agency primarily responsible for administering the eco- 
nomic aspects of the assistance program, now the International Co- 
operation Administration ? 

4. How should primary responsibility for the administration of 
technical and related economic assistance be allocated ? 

5. What should be the allocation of responsibilities between the 
Export-Import Bank and the International Cooperation Administra- 
tion for the administration of loans? 
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GENERAL OBSERVATIONS ON ALLOCATION 


Before turning to the analysis of these specific issues, it may be help- 
ful to review briefly some of the fundamental considerations that have 
affected the allocation of functions within the United States Govern 
ment in the past. With respect to the general basis of allocation, 
there has never been a single, uniform governing principle. To under- 
stand the pattern at any moment, it is necessary to take into account 
not only the current balance of forces but the interaction between 
those forces and the arrangements inherited from the past. Those 
institutions that are first established acquire a corporate interest and 
momentum of their own that shape all that follows. Considerations 
of general administrative doctrine exercise an influence that may be 
increasing, but there is still no generally accepted doctrine on the 
most desirable number of executive agencies and the assignment of 
functions among them. 

The organizational pattern of the earliest Federal departments, such 
as the Departments of State, War, and the Treasury, was strongly 
influenced by European traditions and was oriented toward certain 
functions, skills, and interests in a manner that, at the time, was 
thought to be required for the viability of the Government. Later, 
other units, such as the Departments of Agriculture, Commerce, and 
Labor, were established, largely in response to the demands of special 
interests and the call for certain skills not adequately provided by the 
older departments. Whether a newly recognized need is met by creat- 
ing a new agency or by adding new functions and staff to existing units 
depends upon a number of considerations. These include the aims 
and size of the new operation, the location of required skills, the dura- 
tion of the program, the inclination of the special interests that moti- 
vate it, and the reaction of existing institutions. 

In terms of the requirements of the current foreign-assistance pro- 
grams, one of the central areas of concern is the allocation of authority 
among the principal units involved—the Departments of State and 
Defense and the agency primarily charged with the administration 
of economic assistance. One point on which there appears to be 
substantial agreement is that all forms of foreign assistance should 
be closely coordinated, preferably on the basis of integrated country 
programs, but that, in view of the traditional division of functions 
and skills, particularly between the Departments of State and Defense, 
there is little likelihood of merging all foreign-assistance functions 
within a single department or agency. 

What, then, should be the basic role of the Department of State? 
The greatest degree of consensus can be mobilized in support of those 
general-purpose, foreign-affairs functions that the Department has 
performed for the longest period of time: the traditional activities 
of diplomatic planning, advising, negotiation, reporting, representa- 
tion, and the operation of consular services. The Secretary of State 
is widely recognized as the chief adviser on general foreign policy. 

More controversial is the question whether the Department of State 
should be responsible for the detailed planning and administration of 
the kind of assistance programs that have arisen in recent decades. 
In more general terms, it is often asked whether the Department 
should engage in what are called operations as distinguished from pol- 
icy functions. Although this issue is still subject to debate and will 
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be considered at greater length below, the weight of experience indi- 
cates not only that the Department has frequently engaged in the de- 
tailed administration of various activities, including assistance pro- 
grams, but that no clear line can ever be drawn between “operations” 
and “policy.” Whether a particular function is assigned to the De- 
partment, therefore, would seem to rest less on this particular distinc- 
tion than on the several other considerations set forth above. 

In the field of military assistance, experience has demonstrated that 
the Department of Defense must have operational control of the pro- 
gram so long as that Department remains the established center of 
military skills and administration and so long as the program is of 
sufficient magnitude that it cannot be handled by detailing a small 
vroup of military personnel to some other department. At the same 
time, the exact boundary between military and other forms of assist- 
ance is by no means clear and poses certain difficult issues, which are 
analyzed below. 

Because there was no established agency that was fully equipped 
to administer the kinds of foreign economic assistance programs that 
have developed during the last decade, the allocation of this function 
was less limited by existing institutions than in the case of military 
assistance. Consequently, there was more room for experimenta- 
tion—and controversy. One subject of continuing importance has 
been the relationship between the Department of State and whatever 
staff is charged with the general administration of foreign economic 
assistance. Another controversial issue has been whether the admin- 
istration of such assistance should be highly centralized within a 
single agency that would specialize in this kind of activity or be 
wah diffused among a number of agencies that could contribute 
various types of appropriate skills. Here, the pressures for greater 
efficiency and integrated programing on a country basis have com- 
pelled increasing centralization, but there are still persistent cen- 
trifugal forces at work. These considerations underlie the fourth and 
fifth issues to be analyzed here. 


RESPONSIBILITY FOR MILITARY ASSISTANCE 


According to the present allocation of responsibilities, the Depart- 
ment of Defense is responsible for the administration of military as- 
sistance, but funds appropriated for such assistance are not made 
available to the Department of Defense for expenditure until the 
Secretary of State or, on his behalf, the Director of the International 


Cooperation Administration has approved the programs to which the 


funds may be applied. The effect of this approval process has been 
to give the Secretary of State veto authority over military programs, 
subject only to an appeal by the Secretary of Defense to the President. 

This authority derives from section 524 (b) of the Mutual Security 
Act of 1954, as amended, which provides that the determination of 
the value of the military assistance program for any country shall be 
mimade by the President. The President directed the Secretary of 
State to assume this responsibility or to direct the Director of the 
International Cooperation Administration to do so. In the same 
order, the President directed the Secretary of State to make appro- 


priate arrangements for coordinating military assistance with the 
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rest of the mutual security program. The Secretary thereupon in- 
structed the Director of the International Cooperation Administra- 
tion to carry out the functions of coordination and of determining 
the value of military assistance country programs, and directed that 
these functions should be carried out “subject to consultation with the 
Secretary of Defense and the concurrence of the Secretary of State.” ? 

Although the official position of the Department of Defense has 
been to accept the need “of coordinating military assistance programs 
with political and economic considerations,” * there is strong opposi- 
tion within that Department to the interpretation given, in practice, 
to section 524 (b), i. e., to the extension of the approval or veto 
authority to the content of military eee rather than only to the 
pricing of the military equipment involved in the program. These 
differing points of view underlie the issue to be discussed here: What 
authority and responsibility for the military assistance program 
should be vested outside the Department of Defense? 

What is involved in this controversy is not just the legal interpreta- 
tion of the clause “determination of value.” That authority, as exer- 
cised, is perhaps the most important element in the administrative 
process for achieving the coordination of political, military, and eco- 
nomic factors involved in the mutual security program. There is, 
indeed, a close link between the exercise of this or greater authority 
outside the Department of Defense and the basic concept of a unified 
foreign assistance program. The Secretary of State and the Director 
of the International Cooperation Administration are also responsible 
for the unified presentation of appropriation requests for the mutual 
security program and for submitting periodic reports to the Congress 
on the progress of all aspects of the program, including military. But 
much of the integrating effect of these responsibilities would be lost if 
the authority to determine the value of military country programs 
were to be withdrawn. Moreover, there is a direct relationship be- 
tween the continuation of that authority and the continued consolida- 
tion of funds for military and other forms of foreign assistance in a 
single appropriation—on which the unified presentation of appropria- 
tion requests depends. 

The establishment of a separate appropriation for military assist- 
ance, the next issue discussed below, would at least place in jeopardy 
the authority of the Secretary of State to approve military programs. 
Conversely, if the veto authority of the Secretary of State were to be 
withdrawn, the case for a consolidated appropriation for both mili- 
tary and economic assistance would be Lonkennd It therefore seems 
proper, in considering what authority over the military assistance pro- 
gram should be vested outside the De oartment of Defense, to focus 
attention on the authority to veto military programs. Because the 
general question of where the authority to coordinate mutual assist- 
ance programs should be vested is discussed later in this report,* the 
alternatives to be considered here can be stated as follows: 


1 Executive Order No. 10610 of May 9, 1955, sec. 104 (b), 20 Federal Register 3179. 

2U. 8S. Department of State Delegation of Authority No. 85, June 30, 1955, 20 Federal 
Register 4825. 

® Statement of Hon. Gordon Gray, Assistant Secretary for International Security Af- 
fairs, Department of Defense, March 21, 1956, Mutual. Security Act of 1956, Hearings 
before the House Committee on Foreign Affairs, 84th Cong., 2d sess., on H. R. 10082, bill to 
arora a the Mutual Security Act of 1954, as amended, and for other purposes 

95464). p. 102. 

* See below, ch. VI. 
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1. To continue the present arrangement under which the Secretary 
of State, or such other official as may be charged with coordinating 
foreign aid programs, must approve military assistance programs be- 
fore the funds appropriated for such programs are made available to 
the Department of Defense for expenditure; or 

2. To vest no special authority or responsibility relating to the mili- 
tary assistance program in any official who is outside the Department 
of Defense. 

Continuation of the present veto authority 

It should be stated at the outset that those who favor continuation 
of this veto authority accept as an organizational premise that only 
the Department of Defense can plan defense policy, exercise operating 
responsibility for military assistance programs, provide the profes- 
sional military judgments needed in planning and executing these 
programs, and relate foreign military aid to the conduct of our na- 
tional defense program. 

The military assistance program, although largely motivated by 
considerations of defense policy and essentially military in content, is 
an important and integral part of the foreign policy of the United 
States. It is often designed for political or economic purposes—some- 
times almost to the exclusion of defense considerations—and it invari- 
ably affects the political and economic life of recipient countries and 
other countries as well. In certain areas, it must be planned and 
executed in accordance with collective-security arrangements. There- 
fore, the argument is that, although it is proper for the Department of 
Defense to have initial responsibility for planning defense policy and 
programing military assistance, its programs must be subject to veto 
by the Secretary of State in order to insure that mistakes are not made 
in selecting the countries to be given aid, in timing and phasing the 
aid, and in designing the content and size of aid programs. 

The point is made that military assistance programs must make 
political and economic, as well as military, sense. Weapons supplied 
to troops serve no useful military purpose unless the troops have the 
will and capacity to fight. Planes and tanks without fuel to power 
them, or without airfields and roads suitable for their use, do not 
produce effective armies ; soldiers well armed but with empty stomachs 
and poor clothing are of doubtful value. Moreover, the success or 
failure in dealing with the fundamental economic ills of a recipient 
country may affect, sometimes crucially, the ability of that country 
to achieve the military capacity required. The military program may, 
in some instances, have to be developed simultaneously with comple- 
mentary programs of an economic character, and because it competes 
with other programs for the limited resources available for foreign 
aid, it must be carefully designed to make the most effective.contribu- 
tion to United States objectives. 

Another argument is that effective authority to review military 
assistance programs is needed because of the possible conflicts of 
interest that these programs present within the Department of 
Defense. The type of military equipment to be made available by the 
services and the prices to be charged against appropriations for mili- 
tary assistance are cited as examples of decisions involving: potential 
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conflicts of interest for Department of Defense personnel. Rivalry 
among the services and the pressure on personnel to demonstrate 
loyalty to their respective service widen the areas of potential conflict. 

Situations change, moreover, and it is never possible to foresee all 
of the political and economic factors that must be taken into account 
in programing and executing military assistance. On the contrary, 
from policy formulation through execution, the program requires the 
constant interplay of political, economic, and military considerations 
and close relationships in Washington and in the field among officials 
of the responsible agencies. 

The veto authority over military programs provides the means for 
obtaining a large measure of eaeetiinions among all parts of the 
mutual-security program and for fixing responsibility for such coordi- 
nation. It compels exchange of information and negotiation from the 
earliest stages of program formulation. It makes the process of pre- 
paring 2 single foreign aid budget a more effective means of program 
synthesis. Without it, greater responsibility would inevitably fall on 
another civilian agency, the Bureau of the Budget, for meshing the 
various parts of the programs. Because the veto is a means for 
restraining action, it is limited in its effectiveness to achieve coordina- 
tion, but, within those limits, responsibility can be reasonably well 
established for obvious defects in program synthesis. 

It is argued that the proper exercise by the Secretary of State of the 
veto authority over ealtacy programs is consistent with sound prin- 
ciples of administration. It does not permit the Secretary of State to 
give orders to the Secretary of Defense or to direct operations in the 
Department of Defense. It is a means of negative control that the 
President has given the Secretary of State to enable him to carry out 
his responsibility for coordinating military and other parts of the 
mutual security program. 

It is recognized that the veto authority can be abused by using it as 
a means for questioning professional military judgments on matters 
of. little political or economic consequence. There are correctives, 
however, for such abuse through appeal to the President. The point 
is made that, during times of peace, decisions relating to foreign mili- 
tary assistance are likely to have a greater impact on the foreign policy 
of the United States than on its strictly military defense objectives. 
If this is true and is accepted, the responsibility of the Secretary of 
State for obtaining coordination in this field through such a negative 
control device is wholly proper. The following statement on the 
general point is pertinent : 


Every executive department should be regarded as having 
responsibility for leadership in securing coordination 
throughout the executive branch of the matters for which it 
has the primary concern. As the general foreign affairs 
department of the Government, the Department of State 
should be regarded as having the responsibility for leader- 
ship in securing coordination throughout the executive 
branch of the matters with respect to which the foreign af- 
fairs interest is primary. Its responsibility in that regard 
is not the neutral responsibility of a staff agency assisting 
the President; it is a positive responsibility arising out of 
the major functions of the Department as an executive de- 


FOREIGN ASSISTANCE PROGRAMS 53 


partment, The foreign affairs aspect will not. necessarily be 

rimary in every foreign affairs matter; in those cases the 
Tenartaniars should accept a secondary place in the coordi- 
nation process. Any question of jurisdiction as to. which 
department or agency has the primary interest, unless aris- 
ing out of conflict of laws, should be settled by the President 
yi the assistance of appropriate staff work in the executive 
office.® 


No special authority for military assistance outside the Defense 
Department 


The fundamental objection to the veto authority rests on the view 
that, because foreign military assistance is an integral part of the 
national-defense program, authority and responsibility for its ad- 
ministration should be vested solely in the Department of Defense, 
subject only to the direction of the President and the foreign policy 
guidance of the Secretary of State. There is recognition of the 
necessity for coordinating the military assistance program with other 
aspects of the mutual security program in order that the program 
as a whole may better serve the foreign policy objectives of the United 
States. This could be accomplished, however, by having those agen- 
cies that are chiefly responsible for shaping United States foreign 

litical and economic policy sbi the necessary guidance without 
inquiry into the distinctly military aspects of the military assistance 
program. This procedure would avoid the divided authority and 
responsibility involved in the present arrangement. Some feel that 
it might also contribute toward better understanding among officials 
of the agencies concerned and improve the efficiency of military 
assistance operations. 

Another argument is that the present exercise of veto authority 
over military programs extends beyond the authority provided by law. 
One interpretation of the phrase “determination of value” limits 
the authority solely to the fixing of monetary ceilings on military pro- 
grams by countries on the basis of political and economic considera- 
tions and does not comprehend the approval of the content of these 
programs, Reference is made to section 524 (9), which explicitly 
vests in the Secretary of Defense responsibility for “the determina- 
tion of military end-item requirements” and “the movement and de- 
livery of military end-items” along with other duties. According to 
this view, there is a basic inconsistency between this statutory assign- 
ment to the Secretary of Defense and the exercise of veto authority by 
the Secretary of State over the content of military programs. The 
ageyetie is that professional military judgments regarding the size 
and composition of military programs, including the types of 1 military 
equipment to be supplied to foreign countries, may be questioned 
unnecessarily by the International Cooperation Administration. 
Moreover, the existence of the veto authority can be used to encourage 
grants of military equipment for. political reasons. 

Whereas problems of pricing and service rivalries may at one time 
have justified placing authority outside of the Department of Defense 


5The Brookings Institution, The Administration of Foreign Affairs and Overseas Op- 
erations (June 1951), p. XX. (Prepared for the Bureau of the Budget and published 
by the Government Printing Office.) 
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for determining the value of military programs, these problems now 
appear to be less acute, especially with the development of the Office 
oF the Assistant Secretary of Defense for International Security 
Affairs. Moreover, if additional economists are employed in that 
Office, as planned, there may be less need for a veto authority outside 
the Department of Defense in order to insure that proper regard is 
given to economic factors in military assistance planning. Finally, 
improvements in military programing are being made which should 
permit. more realistic budgetary submissions, and this could permit 
fuller reliance on the budget process for synthesis of foreign aid 
programs. 


RELATIONSHIP BETWEEN APPROPRIATIONS FOR MILITARY AND ECONOMIC 
ASSISTANCE 


Since 1951, all funds for military and economic assistance have 
been requested in a unified presentation to the Congress and provided 
in a single appropriation made to the President. The consolidation 
was influenced by the desire to mobilize maximum support, economic as 
well as military, for the immediate security objectives of the United 
States following the outbreak of the Korean war. It reflected a 
heightened awareness of the economic strains produced by the military 
buildup and the consequent necessity to provide economic reinforce- 
ment for the military assistance program. Even as early as 1950, the 
joint activities of the Economic Cooperation Administration and the 
Mutual Defense Assistance Program, as well as the joint programing 
by the Economic Cooperation Administration and the Departments 
of State and Defense of funds made available for additional military 
production, seemed to call for consolidation. 

The consolidation of appropriations in a single act has been an in- 
strument for central aoonilination and control of the administration 
of the military and economic assistance programs, ‘This is evident 
throughout the anes process—in the preparation of estimates, their 


resentation to the Congress, and the allocation of appropriated funds — 


or expenditure. As indicated previously, the Secretary of State, or 
the Director of the International Cooperation Administration on his 
behalf, must approve military aid programs before funds appropriated 
for military assistance are made available to the Department of De- 


fense. The Director of the International Cooperation Administration. , 


is also responsible for preparing periodic reports to the Congress on 
the entire foreign assistance program. 

The Congress has adopted a unified approach to foreign assistance 
from the beginning by regarding military as well as economic assist- 
ance to foreign nations as falling primarily within the jurisdiction of 
the committees responsible for foreign relations. For a number of 
years, the Senate Committee on Foreign Relations considered the 
whole foreign assistance bill, while the Armed Services Committee 
considered those parts relating to military assistance either separately 
or, on oceasion, jointly with the Committee on Foreign Relations. 
In the spring of 1956, however, only the Senate Committee on Foreign 
Relations conducted hearings on foreign-assistance legislation. Simi- 
larly, in the House of Representatives, only the Committee on Foreign 
Affairs has performed this function. With respect to appropriations, 
a separate Subcommittee on Foreign Operations of the House Com- 


ee 


aS 
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mittee on Appropriations and the full Senate Committee on Appropri- 
ations have conducted hearings on requests for all foreign-assistance 
funds. 

During recent years, there have been repeated suggestions that mili- 
tary assistance be financed out of appropriations made to the Depart- 
ment of Defense or out of an appropriation made, as at present, to the 
President but processed in the same manner as the Department of 
Defense appropriations. The President, in his state of the Union 
message in January 1954, expressed an intention to propose the merger 
of military assistance funds with regular Department of Defense 
funds. He later submitted a plan, which the Congress approved, for 
the combined procurement of common items required for military 
assistance and regular defense purposes. This is thought, by some, 
to have lessened the need from an administrative standpoint for the 
appropriation merger, and the President has not again proposed it. 
The matter is, however, still under active study in the executive branch, 
yursuant to a recommendation made by the House Committee on 
Pareton Affairs in May 1956. The committee voted to recommend 
“that, while legislative authorization should continue to be coordi- 
nated and reviewed as at present, the executive branch carefully con- 
sider placing the military portion of the mutual security program 
in the Department of Defense budget next year.” ® 

Under the Mutual Security Appropriation Act for 1957, $2 billion 
was provided for military assistance, $1.16 billion for defense sup- 
port, and about $400 million for technical and development assistance. 
Thus, of the total amount of more than $3.7 billion appropriated for 
foreign assistance, over 80 percent is now identified as being related, 
directly or indirectly, to military assistance. 

The issue, broadly stated, is: What should be the relationship be- 
tween appropriations for military assistance and appropriations for 
other forms of assistance? 

In considering means of appropriating funds for military assist- 
ance, alternatives involving separate appropriations to each of the 
armed services or the inclusion of funds for military assistance in the 
regular pani ig Leer to the several services have received so little 
support that it seems unlikely that they will be seriously considered. 
The recent development of procedures for combined procurement of 
the common items used in foreign assistance and regular defense pro- 
grams has removed the only administrative advantage of these alter- 
natives. The disadvantages of these alternatives are overwhelming— 
e. g., loss of flexibility in programing, increased difficulty of coordi- 
nation of military programs internally and with other parts of the 
mutual security program, aggravation of the conflicts of interest men- 
tioned previously between the foreign assistance and domestic parts 
of the defense program, and weakening of congressional control over 
the assistance program. 

On this point, the Assistant Secretary of Defense for International 
Security Affairs has stated that: 


If this program were merged into the 3 service budgets, the 
administration of it as a program would be rather difficult, it 
being in 3 parts. With all respect to the services, * * * I am 


* House Committee on Foreign Affairs, Mutual Security Act of 1956, H. Rept. 2213, 84th 
Cong., 2d sess. (May 25, 1956), p. 7. 
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afraid a merger might tend to diminish the emphasis on the 
foreign aid aspect of our defense undertakings.’ 


Thus, it seems reasonable to assume that if funds for military and 
economic assistance were to be provided in separate appropriations, 
the funds for military assistance would be made available to the Pres- 
ident or the Secretary of Defense in a separate appropriation to be 
processed in the same manner as a Department of Defense appropri- 
ation, possibly in a separate title in the regular Department of Defense 
appropriation act. 

t is also assumed, for purposes of this discussion, that the existing 
authority of the Secretary of State to approve military programs is 
not involved in this issue and would continue to be adios ossibly 
some officials in the Department of Defense support the establishment 
of a separate appropriation for military assistance in the hope that 
one of its consequences would be the elimination of this authority. 
However, the continuation of the veto authority has been discussed 
above as a separate issue and need not be linked with the question of a 
separate military appropriation. 

The alternatives to be considered here can be stated as follows: 

1. To provide funds for military assistance in a separate appropria- 
tion to be processed in the same manner as a Department of Defense 
appropriation, perhaps in a separate title of the Department of De- 
fense appropriation act; 

2. To provide funds for military assistance plus that portion of de- 
fense support that is directly attributable to military assistance in a 
separate appropriation to be processed in the same manner as a De- 
partment of Defense appropriation ; or 

3. To continue the present arrangement under which funds for all 
types of foreign assistance, including military, are consolidated in a 
single appropriation measure that is processed more like a Depart- 
ment of State appropriation than a Department of Defense appro- 
priation. 

A separate appropriation for military assistance alone 

In support of the proposal to deal with the appropriation for for- 
eign military assistance as a Department of Defense appropriation, 
one consideration is that the military assistance program is an essen- 
tial part of the defense of the United States. The Chairman of the 
Joint Chiefs of Staff, Adm. Arthur W. Radford, has said: 


* * * the military-aid program is part and parcel of the 
United States Defense Department program. The expendi- 
tures abroad in support of our alliances do not differ in pur- 

ose, Scope, or objective from our own military expenditures. 

he fact that this part of our program is not included in the 
Defense Department budget is more a matter of procedure 
and administration than of substance.’ 


The logical conclusion of this line of reasoning is that military 
assistance funds would be more accurately identified concerning their 
purpose if they were to be provided in a Department of Defense ap- 
propriation whereupon they would doubtless be transferred to the 


T Thid. 
8 Mutual Security Act of 1955, hearings before the House Committee on Foreign Affairs, 
84th Cong. Ist sess., p. 239. 
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defense category in general budgetary summaries of United States 
expenditures. This would in turn lead to a better understanding of 
the importance of military assistance, from the standpoint of the de- 
fense of the United States, and thereby gain wider congressional and 
public acceptance of the necessity for appropriating the large sums 
that this type of aid involves. There is also the argument that the 
identification of military assistance with the large Department of 
Defense appropriation might make it seem more modest and less vul- 
nerable to attack. Moreover, military officials might be somewhat 
more conservative in planning military assistance if it were to be 
part of the military appropriation. 

Another anticipated consequence of the proposed change is that 
“defense support” could be called economic assistance thereby elimi- 
nating a distinction that has confused many observers. Although 
nonmilitary materials and services going to countries receiving mili- 
tary assistance are usually called “defense support,” the same kind of 
assistance to a country that does not receive military assistance is 
usually called “development assistance.” The present arrangement 
gives a series of false impressions: (1) that “defense support” is 
granted solely to enable a country to maintain bigger military forces 
than would otherwise be possible without taking basic development 
into consideration, (2) that it will end at the same time that military 
assistance will end, and (3) that the United States is less interested 
in raising the level of general economic activity in countries that re- 
ceive military assistance than in countries that receive only technical 
and development assistance. It should be noted that the suggested 
change in terminology would increase the amounts labeled “economic 
assistance,” perhaps making the item more vulnerable to attack. 

Another argument for a separate appropriation is that the con- 
gressional subcommittees that deal with appropriations for the De- 
partment of Defense are in the best position to assess the need and 
value of foreign military assistance in terms of the national security 
of the United States. They would also be sensitive to the difficulty 
of delivering military equipment during periods of crisis and the 
desirability of reducing surpluses in domestic stocks. A separate ap- 
propriation for military assistance might lead to more active partici- 
pation in foreign assistance legislation by the Senate and House 
Armed Services Committees. This is favored on the grounds that 
these committees are in the best position to justify, on the floors of 
both Houses, the value of military assistance to the national securit 
of the United States and that they might contribute much-need 
support in the Congress to the entire foreign assistance program. 

he Congress, it is contended, would be more likely to make funds 
for military assistance, like some categories of regular defense funds, 
available on a “no year” basis instead of, as at present, for only a 
maximum of 2 years after the year for which they are appropriated. 
It is recognized, of course, that the Congress could do the same under 
the consolidated appropriation for military assistance. 

Some persons firmly believe that the removal of all military assist- 
ance from the mutual security program would improve the reception, 
and therefore the effectiveness, of economic and technical assistance 

rograms abroad, particularly in neutral or uncommitted countries. 
he contention is that people in these countries are now fearful, partly 
as a result of Communist propaganda, that American aid has only 
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a military oreers and is not concerned with their welfare and eco- 
nomic development. Even the title of the mutual-security program 
conveys, it is said, an inaccurate impression. 

Although no one would dispute that the primary purpose of mili- 
tary assistance to other countries is to advance directly the security 
of the United States, it may be erroneous and injurious to imply that 
technical and development assistance is granted for the same purpose 
as military assistance or is derived from the same conception of the 
national interest. It should also be noted that, if the foreign military- 
assistance program should be reduced to such an extent that the amount 
and nature of the military aid would have little effect on the economic 
stability of en countries, the arguments for a separate appro- 
priation would be strengthened. Moreover, some of the arguments 
against the change, which are presented below in the discussion of 
the third alternative, would be met if the appropriation for military 
assistance were to be made to the President, even though processed 
as a defense appropriation, with Presidential control of military 
assistance programs preserved. 


A separate appropriation for military assistance plus related defense 
support 

The same arguments advanced for the first alternative apply as 
well to the alternative of a separate appropriation for military as- 
sistance that would include an appropriate portion of what is now 
called “defense support.” If there is to be a separate appropriation 
for military assistance, it might be considered desirable to include in 
that appropriation the funds for supplies, facilities, and other items 
that are now provided under defense support and on which the effec- 
tiveness of military assistance directly depends. This would facilitate 
joint consideration throughout the budget process of military and re- 
lated economic assistance. If funds for military assistance alone were 
included in a separate appropriation, a complicated process would 
have to be devised to permit the respective congressional committees 
to hear both parts of the military-assistance program. If the same 
committees did not hear both parts, there would be danger of im- 
balance in appropriations and consequent impairment either of mili- 
tary programs or of the economic stability of recipient countries. 

It is also pointed out that the inclusion in the military-assistance 
appropriation of the related economic aid requirements would further 
clarify the purpose of proposed foreign-aid expenditures. It is argued 
that some Congressmen would be more disposed to provide funds for 
defense-related economic aid if these funds were provided in an ap- 
propriation for military assistance rather than in an appropriation 
for economic assistance. 


A consolidated appropriation for military and other forms of 
assistance 

The arguments in favor of the present consolidated appropriation 
stress both the important function it serves as an instrument of co- 
ordination and the disadvantages of the other alternatives. Most of 
the arguments presented in the previous issue for continuing the au- 
thority of the Secretary of State to veto military-assistance programs 
are used in support of the present consolidated mutual-security appro- 
priation. Under cold war conditions, the military-assistance program 
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is regarded as a crucial instrument of the foreign policy of the United 
States. ‘The size, composition, and objectives of the program must be 
designed on the basis of political and economic as well as purely mili- 
tary considerations. The consolidated aporREene permits the Con- 
gress to see the assistance program as a whole and.to determine whether 
the various parts are properly related to one another. 

Many of the specific advantages of a consolidated appropriation are 
implicit in the following disadvantages attributed to the other two 
alternatives. 

Either of the other alternatives would make more difficult the 
planning and coordination of military assistance with other foreign- 
aid programs. The present budget process is based on a unified presen- 
tation of appropriation requests for all parts of the program. It is 
viewed as an important means of coordination and of program review 
and evaluation. 

Either of the other alternatives would so change the present method 
of appropriating funds that it might greatly reduce the opportunity 
for flexibility in the management of available funds, The foreign- 
aid program must be flexible if it is to handle changing needs and 
emergency situations. Flexibility is now afforded by elaborate pro- 
visions such as those permitting transfers of funds between items in 
the Mutual Security Appropriation Act and suspension of certain 
legal requirements in special circumstances. If military assistance 
were to be separated from the rest of the mutual-security program, this 
system for providing at least a modicum of flexibility might be im- 
paired or destroyed, and it might be necessary to devise a wholly 
new system to replace it. 

Either of the other alternatives would greatly complicate the process 
of presenting budgetary and legislative proposals, If the practice of 
annual authorizations for all assistance programs is continued, the 
process would be extremely complicated. If the military assistance 
appropriation request had to be processed at the same time as the regu- 
lar Department of Defense appropriation request, the problem would 
be further aggravated. Despite the apparent desire of the House 
Committee on Foreign Affairs to retain a single authorization act 
for mutual-security activities even if funds for military assistance are 
provided in a Department of Defense appropriation, relationships be- 
tween Federal agencies and their respective congressional committees 
are so strong that any amendments affecting the authorizing legisla- 
tion that would be sought by the Department of Defense would quite 
likely be referred to the Armed Services Committees for consideration. 
Either of the other alternatives would probably have the effect of in- 
creasing the number of legislative and appropriation hearings, which 
are already regarded as burdensome on administrative officials. 

Development assistance and defense support serve, in part, the same 
purposes. Development assistance permits countries to devote more of 
their local resources to defense purposes than would otherwise be pos- 
sible. It can be argued, therefore, that it is just as misleading to imply 
that all economic assistance is solely for economic development pur- 
poses as it is to imply that the funds appropriated for defense support 
do not foster economic development. The conclusion derived from 
this reasoning is that the various elements of the mutual-security pro- 
gram are so closely interrelated that the total impact of all, rather than 
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the individual purpose of each, should provide the basis for con- 
gressional consideration. 

Separate appropriations for military and economic assistance would 
imply erroneously that economic assistance is less important to the 
national security of the United States than military assistance, thereby 
causing loss of congressional and public support for the economic 
assistance program. A substantial reduction in economic aid could 
have serious consequences under the first alternative because funds 
for military aid might be provided without supporting economic needs 
being met. Among those who urge a separate appropriation for mili- 
tary assistance, there are persons who are opposed to economic 
assistance. 

Under the other alternatives, the Department of Defense would pre- 
sumably assume primary responsibility for the presentation of appro- 
priation requests and might be less willing to request funds for military 
assistance that the Department of State considers desirable for politi- 
cal or economic reasons. Moreover, the Department of Defense might, 
during economy drives, be disposed toward reducing foreign-military 
assistance hefore sacrificing other parts of the defense program. The 
purposes of a separate appropriation for military assistance would be 
so closely identified with those of the regular Department of Defense 
eeeee that the two would probably be linked together for 
overall budget ceiling purposes. 

Adoption of either of the other alternatives might be interpreted 
abroad as reflecting an orientation of American thinking toward a 
concept of defense that emphasized the protection of the continental 
United States and away from the concept of mutual defense. Thus, 
there is disagreement on the desirability and the probable psychologi- 
cal effect abroad of linking military with economic assistance in the 
same legislation. It may be, however, that proponents of a consoli- 
dated appropriation are sensitive to the reactions in Europe, while 
their opponents are thinking of the reactions in Asia and Africa. 

The second alternative—to include defense-related economic along 
with military assistance in a separate appropriation—has some 
additional shortcomings. The dividing line between the types of 
economic aid that should be attributable to military assistance and 
those that should not would be extremely difficult to draw. Moreover 
how would the program be administered? The Department of 
Defense might not be able to administer it without duplicating Inter- 
national Cooperation Administration staff and being in constant con- 
flict with that agency. The International Cooperation Administration 
could probably not administer the program effectively unless it had 
primary responsibility for preparing integrated economic programs, 
for presenting the budgets to carry them out, and for administering 
the funds directly. 


RELATIONS BETWEEN DEPARTMENT OF STATE AND AGENCY ADMINISTERING 
ASSISTANCE 


The Mutual Security Act of 1954 provided that the Foreign Opera- 
tions Administration should cease to exist as of June 30, 1955, and 
except for the function of technical assistance to be transferred to the 
Department of State, the act looked more to liquidation than to contin- 
uance of economic assistance activities then lodged in the Foreign 
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Operations Administration.. Part, of the thinking. underlying this 
action was the view that economic assistance operations were essen- 
tially temporary, and: had been. virtually completed. There was 
considerable congressional sentiment that whatever economic assist- 
ance was to be given in the future should be directly related te military 
assistance. 

The executive branch was not fully in accord with this estimate of 
the situation. There seemed to be a strong case for the continuance of 
a sizable program of defense support and economic assistance, related. 
to levels of military forces higher than the allies of the United States. 
could maintain without help and to programs of economic develop- 
ment, additional to technical-assistance operations, that were clearly 
in the interests of the United States and of the free world. The solu- 
tion was to transfer the functions and machinery of the Foreign Opera- 
tions Administration to the Secretary of State, who delegated most 
of these responsibilities to the semiautonomous International Coopera- 
tion Administration, still preserving the centralization of foreign eco- 
nomic operations in one agency. President Eisenhower’s letter to 
Secretary of State Dulles, of April 15, 1955, specifically stated that 
these operations should not be dispersed either within the Department 
of State or among other agencies of Government. 

There was continuing congressional sentiment, however, reflected in 
statements expressed in a hearing in January 1956, that both operating 
and policy functions relevant to economic assistance should be more 
fully integrated within the Department of State. The view of some 
in Const was that there should be maximum integration of eco- 
nomic assistance functions with both the geographic divisions and the 
functional offices of the Department of State; that there should be 
maximum integration of administrative services for budget, per- 
sonnel, and congressional liaison; and that whatever was permanent 
in economic assistance should be merged with the permanent structure 
and functioning of the department. The prevailing view of the execu- 
tive branch was that integration should not proceed to that extent, but 
that the essentially distinct functions performed by the International 
Cooperation Administration should be kept in a semiautonomous 
status. This view was expressed by Secretary of State Dulles, Under 
Secretary of State Hoover, and Director of the International Coopera- 
tion Administration Hollister, and rooted in earlier organizational 
studies and conclusions of the President’s Advisory Committee on Gov- 
ernment Organization, under the chairmanship of Nelson Rockefeller. 

Thus the issue persists: What should be the relationship between the 
Department of State and the agency primarily reepealible for admin- 
istering the economic aspects of the assistance program, now the Inter- 
national Cooperation Administration? 

The following alternative courses of action appear to deserve con- 
sideration : 

1. To merge completely all International Cooperation Administra- 
tion functions with the Department of State; 

2. Tocreate in the Department of State an Under Secretary for Eco- 
nomic Affairs and bring under his jurisdiction both the International 


® Technical Assistance Programs, hearing before a Subcommittee of the Senate Com- 
mittee on Foreign Relations, 84th Cong., 2d sess. (Jan. 23, 1956), p. 408. 
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Cooperation Administration and the present economic staffs of the 
Department ; 

3. To maintain the current organization and division of responsibili- 
ties; 

4, To grant greater independence to the International Cooperation 
Administration, to the degree enjoyed by the Foreign Operations Ad- 
ministration or the Economic Cooperation Administration ; or 

5. To establish a Department of Foreign Affairs, in which the Inter- 
national Cooperation Administration would be a major component, 
along with what is now the Department of State. 


Complete merger of the Department of State and International Co- 
operation Administration 


Some of the major arguments for merging International Coopera- 
tion Administration functions completely with related Department 
of State operations appear, at least in part, to be administrative in 
nature. There is a clear parallelism of structure between the geo- 
graphic divisions of the {nternational Cooperation Administration 
and those of the Department of State. There is considerable ap- 

arent similarity between their respective functional operations, too, 

ecause both the International Cooperation Administration and the 
Department of State are concerned with such fields as transporta- 
tion, communication, promotion of private trade, and exchange of 
persons. There is clear parallelism of administrative organization, 
insofar as the International Cooperation Administration has inde- 
pendent staffs for budget, personnel, congressional relations, and 
other administrative services also found in the Department of State. 
Hence, a merger might result in some reduction of duplication and 
consequent increase in efficiency. 

If, moreover, economic assistance matters should bulk large in future 
international relations, there is the view that the permanent structure 
of the Department of State should accommodate its organization and 
staff to that fact. Merger might also alleviate the recurrent problems 
of three-way consultation among the Departments of State and De- 
fense and the International Cooperation Administration, which now 
persist because of the virtual autonomy of the International Coopera- 
tion Administration and its delegated powers of coordinating economic 
and military assistance. The Department of Defense would have to 
deal with only one outside agency responsible for policy guidance 
and program coordination. Similar simplification could also be 
achieved with reference to other agencies, such as the Departments of 
Agriculture, Commerce, Interior, and Labor, that participate in over- 
seas assistance functions. 

The difficulties arising in consultations among the Departments of 
State and Defense and the International Cooperation Administration 
are real, and any appropriate steps to reduce them would be welcome. 
It is obvious, however, that a mere merger of the International Co- 
operation Administration and the Department of State would not of 
itself abolish these difficulties. 

The arguments against complete merger rest. on the assumption that 
it is not only possible but proper and desirable to separate the func- 
tions of overseas economic operations from those of foreign policy 
formulation, representation, negotiation, reporting, and rendering 
consular services. Earlier experience in the Department of State 
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with the programing and execution of technical assistance through 
the geographic desks revealed certain weaknesses in trying to use 
those offices, as then constituted, for such functions. Even prior to 
the decision to transfer technical cooperation to the Foreign Opera- 
tions Administration, the Department of State discovered that it 
would have to change the role of the Technical Cooperation Admin- 
istrator from that of a coordinator, dealing through the geographic 
and functional desks, to that of an operator with centralized re- 
sponsibilities for programing and execution. The general need for 
coordinating “policy” and “operations” can be served by creating 
a strong link between the officer in charge of operations and the top 
officials of the Department of State, reinforced by informal consulta- 
tions at lower levels. The experience of the Foreign Operations 
Administration can be said to have further validated the wisdom of 
centralizing operations within a single agency, subject to the disci- 
pline of policy control at the top. 

Another argument against a merger is that it “demotes” the pro- 
gram, making it more difficult to recruit personnel of appropriate 
stature and capacity and to keep the program imaginatively abreast 
of the times. If, however, the future program of foreign economic 
assistance were to be relatively small and confined to a few countries 
and few activities, the argument for merging its functions with those 
of the Department of State might gain further weight. 

The charge of duplication of such offices as geographic divisions, 
personnel, budget, security, and congressional laison is met by the 
counter-argument that the specialized nature of the tasks of each 
requires separate administration. So long as the tasks are distinct, 
there is no point in centralizing them in those offices of the Department 
of State that have a primary mission to perform traditional diplo- 
matic functions. The argument for separate administrative services 
appears especially strong to those who believe that the Department of 
State has a poor record for administration, and who point out that 
the structure and procedures for administering diplomatic and con- 
sular affairs are ill fitted for economic operations. 

An Under Secretary of State for Economie Affairs 

Another course of action for altering the relationship of the Inter- 
national Cooperation Administration to the Department of State 
would be to reestablish the position of Under Secretary of State for 
Economic Affairs and to place under his jurisdiction both the Interna- 
tional Cooperation Administration and the offices now under the Dep- 
uty Under Secretary for Economic Affairs. The new Under Secretary 
would become the Director of the International Cooperation Adminis- 
tration, and he would have as his programing and policy staff for 
foreign assistance the organization now devoted to that purpose within 
the International Cooperation Administration, plus the personnel now 
assigned to the Office of the Special Assistant to the Under Secretary 
for Mutual Security Affairs. 

A major consideration favoring such a move is that the foreign- 
assistance program is now in a difficult position—neither in nor out of 
the Department. The proposed change would bring the International 
Cooperation Administration more fully into the Department, in a 
way that could improve its relations with the Department and still 
preserve the advantages of a unified grouping of foreign-assistance 
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operations, That unity would be lost if the International Cooperation 
Administration were entirely ae with the various offices of the 
Department. The Director of the International Cooperation Admin- 
istration reportedly does not have frequent access to the Secretary but 
deals almost wholly with the Under Secretary, who has often served 
as Acting Secretary. Given Under Secretary rank, he might have 
more direct access to the Secretary. The consolidation of the staff of 
the Assistant to the Under Secretary for Mutual Security Affairs with 
the International Cooperation Administration would centralize the 
points at which military assistance would be coordinated with eco- 
nomic assistance. This alternative might also increase the prestige 
of the International Cooperation Administration coordinating staff in 
the eyes of officials in the Department of Defense. Some parts of the 
International Cooperation Administration and of the economic area 
that are truly similar in function and purpose might also be consoli- 
dated, but there seems to be relatively little basis for such consolidation. 
There might also be some gain in simplified relationships with such 
—— institutions as the Export-Import Bank and the International 

a 

Arguments against such a further integration of the International 
Cooperative Administration with the Department of State comprise 
all those looking toward the maintenance of the present antonomy or 
the creation of new latitude for the International Cooperation Admin- 
istration or its successor. 


Maintenance of present arrangement 

The various arguments against maintaining the International Co- 
operation Administration in its current administrative status in rela- 
tion to the Department of State consist of all the advantages perceived 
for the other courses of action reviewed just above and below. The 
arguments for preserving the status quo consist largely of the various 
disadvantages that have been cited with regard to the other proposals. 

There is, however, an additional argument for maintaining the 
present arrangement that has not been previously noted: the value of 
leaving the program undisturbed for a time in order to allow its ad- 
ministration to settle down, shielded from any drastic reorganization 
at this time. Foreign assistance has endured many changes since the 
days of lend-lease. Some of these have been made in response to 
shifts in the world situation and the reactions to those events as they 
have been perceived by the executive branch and by the Congress. 
Much change has rested on the view that the foreign-assistance func- 
tion is of an emergency character, a storm to be weathered and for- 

tten. 

There is, however, great likelihood that foreign assistance will 
persist as a consequence not only of the cold war but also of the long- 
term challenge of world economic development. Current administra- 
tive arrangements are the result of some 10 years of experience in 
responding to a variety of stimuli, political, economic, and military. 
The current structure appears to have sufficient flexibility to adjust 
to further shifts of emphasis and of national interest. Most of the 

roblems can be coped with short of basic structural rearrangement. 

oreover, the current pattern has developed in response to continu- 
ing problems that will not disappear merely because administrative 
arrangements are altered. 
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Increased autonomy for International Cooperation Administration 

There are two possible levels of greater autonomy for the Interna- 
tional Cooperation Administration that seem to merit examination: 
to give the International Cooperation Administration about the 
same status and freedom (1) as that enjoyed by the Foreign Opera- 
tions Administration or (2) that enjoyed by the Economic Coopera- 
tion Administration, The main difference between the two is the 
pe of freedom from foreign policy control by the Department 
of State. 

The Economic Cooperation Administration enjoyed a very large 
measure of such freedom, being required only to consult with the See- 
retary of State when an issue of foreign policy arose. This was more 
than a formal freedom because the Economic Cooperation Administra- 
tion enjoyed and exercised great latitude in negotiations with recipient 
countries. And by virtue of the sweep and drama of its program 
and its relatively temporary character, it was able to enlist the sup- 
port of top-flight personnel. Although the directors of both the Eco- 
nomic Cooperation Administration and the Foreign Operations Ad- 
ministration enjoyed Cabinet status, the Foreign Operations Ad- 
ministration was more limited in its freedom Toon foreign-policy 
control, coming under the clear mandate that the supreme authority 
under the President for formulating foreign policy should be the 
Secretary of State. In both cases, however, there was clear recogni- 
tion that the Secretary was the chief adviser on matters of general 
foreign policy. 

A major argument in favor of recreating a Director of Foreign 
Operations at the Cabinet level derives from the hope that such an 
official might do a better job of meshing foreign assistance with the 
various and complicated procedures for arriving at national security 
policy and executing such decisions than could any subordinate official 
of the Department of State, He might also help in the related func- 
tion of formulating top economic policy, foreign and domestic. 

The question whether it is appropriate to reestablish either a For- 
eign Operations Administration or Economic Cooperation Admin- 
istration type of structure, may, in the last analysis, turn largely on 
the nature of the economic-assistance program to be administered. If 
it is to be a bold, new program, with ambitious perspectives and re- 
sources, the case may be strong for giving it Cabinet status. If, how- 
ever, the program is to continue much as at present, the case for leav- 
ing the International Cooperation Administration in about its pres- 
ent situation may be more persuasive. Even if the program is to have 
new dimensions and horizons, there is grave doubt whether it is proper 
to give it as much freedom from foreign policy direction as the Reco. 
nomic Cooperation Administration enjoyed. 


Proposed Department of Foreign Affairs 
In recent months there has been no major addition to the arguments 
ut forward in years past for the establishment of a Department of 
oreign Affairs—a department generally patterned on the Depart- 
ment of Defense, composed of 3 coordinate subdepartments—1 for 
the current Department of State, 1 for foreign economic operations, 
and 1 for overseas information. 
Arguments for such a structure rest on the view that certain newly 
developed overseas tasks of the United States Government far tran- 
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scend those traditionally undertaken by the Department of State, but 
that they are so intimately related to the formulation and control of 
foreign policy that the same top management must be responsible for 
both categories. Many of the newer functions require personnel, pro- 
cedures, and an administrative philosophy quite different from those 
appropriate to the traditional functions of the Department. One view 
is that the effective formulation of foreign policy requires freedom 
from the responsibility of operating extensive and intricate programs 
overseas. The position of the Secretary of State should not be com- 
— before the Congress or before the nations of the world by 

aving to play the role of claimant or defendant in affairs not proper to 
his diplomatic functions. Whatever is permanent in the field of 
foreign economic operations, as distinguished from negotiation and 
reporting in the economic field, requires separate organization of suffi- 
cient status and independence of operation to attract competent per- 
sonnel and to give them adequate freedom of administrative action. 
Establishment of a common “top management” for the functions of 
diplomacy, economic operations, and overseas information would pro- 
vide needed coordination and policy guidance, while permitting proper 
freedom and flexibility for the components of the projected Depart- 
ment of Foreign A ffairs. 

One of the arguments against the establishment of such a depart- 
ment rests on recognition of the fact that it could not be made inclusive 
of all significant overseas operations without absorbing segments of 
departments and agencies of government that are primarily oriented 
toward the domestic scene. The Departments of Defense, the Treas- 
ury, and Agriculture all have important overseas extensions that are 
hardly candidates for incorporation into a Department of Foreign 
Affairs. 

The implications of this fact support the view that the appropriate 
remedy for lack of coordination in foreign activities need not be nearly 
so drastic as the establishment of a superdepartment. This is 
buttressed by the judgment that current provisions for coordination, 

olicy formulation, and policy guidance are working reasonably well. 
he President, in Reorganization Plan No. 7 and elsewhere, has 
clearly established the primacy of the Department of State in the 
function of formulating foreign policy, in the conduct of international 
negotiations, and in maintaining under continuous review those ema 
and functions of other departments that impinge on foreign relations. 
The separation of the United States Information Agency from the 
Department of State has apparently not given rise to unhappy inci- 
‘dents in the field of foreign policy. There is evidence that the policy 
flow to the Information Agency from the Department of State is 
more timely, appropriate, and integrated now than it was when the 

information function was within the Department. 

The Department of Defense analogy is hard to maintain. That 
Department is composed of 3 segments, 2 of them with long traditions, 
cad all 3 with special interests requiring a considerable degree of 

unification. The proposed Department of Foreign Affairs would 
bring. together far more unequal units, each with quite different ad- 
ministrative and operating characteristics. A more feasible prospect 
would be a Department of State left free to concentrate on the ele- 
ments of its specialty, the formulation of foreign policy, while 
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economic operations and information activities are carried on by 
special purpose agencies outside the department but within the broad 
policy control of the Secretary of State. 

Providing top management for a tripartite Department of Foreign 
Affiairs would be a tremendous executive responsibility, leaving little 
time for the functions of policy formulation and top-level negotiation. 
If the Secretary of State were made the head of such a department he 
would find his responsibilities even more numerous and burdensome 
than at present. 

The argument that economic functions have now become so technical 
and complicated that traditionally trained foreign service personnel 
cannot discharge them leads toa dilemma. Economics comes to play 
a greater and greater part in foreign relations, and thus cannot be 
divorced from the central functions of foreign policy. Some means 
must, therefore, be found to relate economic and political factors with 
technical adequacy and political soundness. This dilemma will per- 
sist, and its effects will be intensified if economic and political func- 
tions are further separated. 














PRIMARY RESPONSIBILITY FOR ADMINISTRATION 
RELATED ECONOMIC ASSISTANCE 


OF TECHNICAL AND 








Under the Technical Cooperation Administration, responsibility for 
the administration of technical and related economic assistance was 
to a large extent allocated among several executive departments and 
agencies. This allocation was generally in accord with the existing 
distribution of responsibilities for similar domestic activities among 
the agencies concerned. The resulting diffusion of responsibility for 
technical assistance led to difficulties, however, and seemed to demon- 
strate the inherent weakness of that particular arrangement. Con- 
sequently, when the Foreign Operations Administration was estab- 
lished in 1953 and the Technical Cooperation Administration was 
merged with it, the policy was changed. The Foreign Operations 
Administration assumed direct responsibility for technical assistance 
operations, but it continued to utilize the resources of other agencies 
by contracting with them for technical services, using them as sources 
of personnel, consulting them on technical questions, and using their 
training facilities. This allocation of responsibility has continued 
under the International Cooperation Administration. 

Recently, however, the lessons of the earlier administrative exper- 
ience have been questioned. The argument is again being made that 
the departments and agencies concerned should be allocated more direct 
responsibility for the administration of those types of technical and 
related economic assistance operations abroad that are similar to their 
activities in the domestic field. For example, the report of the second 
Hoover Commission on Overseas Economic Operations recommended 
in 1955 a further diffusion of responsibility along these lines for the 
administration of the nonmilitary segments of foreign assistance.” 

The general issue thus posed is given particular point by the special 
situation that has arisen with respect to the present allocation of 
responsibility for the administration of the foreign atoms-for-peace 































10 Commission on Organization of the Executive Branch of the Government, Overseas 
Economic Operations (June 1955), pp. 57-61. 
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rogram. Through this program, announced in 1953, the United 
States is sharing with the peoples of other free nations technical and 
material resources and is making financial grants for research reactors 
in order to spur the development of the peaceful uses of atomic 
energy. Differences have arisen between the Atomic Energy Com- 
mission and the International Cooperation Administration over what 
their respective responsibilities should be for this program. 

The critics of the present allocation of administrative responsi- 
bilities for technical and related economic assistance activities do 
not agree on what are the faults of the present allocation or what are 
possible remedies for these faults. The clear implication of their 
position, however, is that several executive departments and agencies 
have been cut too completely away from the programing and opera- 
tions of foreign assistance to the detriment of both the assistance 
program and, in some cases, the domestic activities of the agencies 
concerned. The issue can therefore be stated broadly as follows: How 
should primary responsibility for the administration of technical 
and related economic assistance be allocated ? 

In examining the alternatives under this issue, the general question 
of allocation of responsibility for technical assistance will be con- 
sidered first. Next, the special question will be considered whether the 
unusual features of the foreign atoms-for-peace program warrant a 
special allocation of responsibility that differs substantially from 
the policy to be followed generally. 

The alternatives to be considered under this issue are as follows: 

1. To allocate, as a general rule, operating responsibility for the 
administration of technical and related foreign economic assistance 
to the executive departments and agencies having corresponding re- 
sponsibilities in the domestic field and generally to confine the role 
of the International Cooperation Administration to central manage- 
ment functions; 

2. To continue the present arrangement of centralizing responsi- 
bility in the International Cooperation Administration for the ad- 
ministration of technical and related economic assistance in practically 
all fields; 

3. To continue, as a general rule, the present centralization of re- 
sponsibility in the International Cooperation Administration but to 
make an exception in the case of the foreign atoms-for-peace program 
by granting the Atomic Energy Commission primary responsibility 
for that program, subject only to foreign policy guidance by the 
Secretary of State: or 

4. To make the present centralization of responsibility complete by 
granting the International Cooperation Administration primary re- 
sponsibility for the administration of the program. 


Allocation of operating responsibility to other departments and 
agencies 

The distinctive feature of this alternative is that, in the principal 
fields in which such assistance is provided, various departments and 
agencies other than the International Cooperation hdziiiniatration 
would have primary responsibility for administration with the Inter- 
national Cooperation Administration limited, in the main, to manage- 
ment functions. These agencies would draw up programs in their 
respective fields for each country in consultation with the appropriate 
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officials of the country concerned, The International Cooperation Ad- 
ministration would have responsibility merely for coordination, 
including the authority to approve programs and to make budget 
presentations. The other agencies would administer all funds: for 
foreign assistance in their respective fields including the employment 
and supervision of field personnel. 

Perhaps the strongest argument, from an administrative standpoint, 
for allocating among several departments and agencies the operating 
responsibility for the administration of technical assistance relates 
to personnel. Shortages of technical personnel, such as public health 
specialists, can usually be more readily filled by the agencies that nor- 
mally employ such personnel than by the International Cooperation 
Administration. Heretofore, such agencies have permitted their em- 
ployees to accept a temporary detail to the International Cooperation 
Administration and the reemployment rights of the employees have 
been protected under two acts—one relating to transfers to defense 
activities, in which the Civil Service Commission is the enforcing 
agency, and the other relating to transfers to the Foreign Service, 
which the Commission has no authority to enforce. Reemployment 
rights covering transfers to defense activities are being terminated, 
however, effective January 31, 1957, and employees thereafter may 
have to resort to civil court action for protection of their rights under 
the Foreign Service Act of 1946. Legislative and executive action to 
strengthen reemployment rights or to improve career opportunities in 
the technical assistance field would, however, largely offset this 
advantage. 

There is also the argument that the supporting technical services 
available to field specialists would be far superior if provided by the 
regular departments and agencies. The view is that the International 
Cooperation Administration cannot hope to equal, or under the present 
relationships to tap adequately, the resources of such agencies as the 
Department of Agriculture, the Public Health Service, and the Bureau 
of Rechunition. Moreover, as a result of experience and study, such 
agencies have accumulated useful knowledge about the potentialities 
for development in foreign areas in their respective fields of interest. 
And they have pride in the international reputation of the United 
States in their fields and do not want to have this reputation impaired 
by the International Cooperation Administration. 

Furthermore, these various departments and agencies now provide 
technical support for United States delegations at worldwide and 
regional conferences. The Department of State looks to them gen- 
erally for developing international cooperation in their respective 
fields. Their top officials and technicians know the corresponding 
officials in other countries. 

Another argument is that some foreign-assistance activities should 
be integrated into other international programs, such as those for the 
control of diseases, for the production and marketing of agricultural 
crops, and for making weather reports. Although the International 
Cooperation Administration emphasizes the coordination of programs 
by countries, the proponents of diffusion of responsibility stress the 
phe need for functional coordination on a regional and worldwide 
yasis whereby the departments and agencies having domestic responsi- 
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bilities would assume primary responsibility for participation on 
behalf of the United States. 

The arguments against this alternative are numerous, and most 
of them can be illustrated by reference to the reasons given for the 
deterioration of the arrangements under the Technical Cooperation 
Administration." Divided responsibility among many departments 
and agencies would tend to weaken program control and direction. 
This would make it more difficult to hold officials accountable for their 
acts. It would complicate the task of programing in the field and ne- 
gotiating with foreign governments. Field personnel would be bound 
even more closely to their departments and agencies in Washington 
than at present, thus making teamwork in the field more difficult. Un- 
der the Technical Cooperation Administration, when a major policy 
problem was to be considered in Washington, so many agency repre- 
sentatives had to gather that sheer size was an obstacle to methodical 
analysis and decision making. 

The contention that the division of operating responsibility would 
be better from a personnel standpoint is refuted by pointing to the 
experience of the Technical Cooperation Administration. ‘That or- 
ganization looked to the functional departments and agencies to re- 
cruit the technicians needed. Too often, the latter recommended em- 
ployees whom they had difficulty otherwise in placing. The recruit- 
ment system in general was far from satisfactory, and it was impos- 
sible to fix responsibility for its inadequacies. 

It is also contended that the overhead costs would be far greater 
under a program of divided responsibility. Technical support for 
field technicians would be scattered all over Washington, with the re- 
sponsible offices in the various departments and agencies so concerned 
with administrative matters that they would be able to give little 
time to the problem of providing technical knowledge and support for 
their field personnel. Moreover, the International Cooperation Ad- 
ministration would have to maintain a substantial part of its structure 
if it were to perform central management functions, provide technical 
services in certain fields, and attempt to develop and conduct coherent 
country programs primarily through cooperative arrangements with 
other departments and agencies. 

The case against the alternative is also niade on broad policy 
grounds. The United States should, it is argued, deal with other na- 
tions as a single government, not as a loose collection of governmental 
agencies. The Government should be moving toward greater cen- 
tralization of foreign assistance activities if there is to be coherency 
of foreign policies and programs. The interests of the United States 
as a whole are often broader than the interests of the groups to which 
the departments and agencies having primarily domestic operating 
responsibilities are most sensitive. 


Continuation of the present arrangement 

_ Under this alternative, the International Cooperation Administra- 
tion would continue to assume primary Femponebility for the admin- 
istration of technical and economic assistance. It would continue, 
where appropriate, to contract with other departments and agencies 


"See National Planning Association, Organization of United Stat 
Technical Cooperation (May 1955), pp. 17-19. more 
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for the performance of specific tasks, to borrow personnel from them 
and otherwise to seek their assistance in recruitment of personnel, to 
use their training facilities, to arrange with them for the procurement 
of goods and services, and to consult them on ‘policy and technical 
questions when it feels it is desirable to do so. The International Co- 
operation Administration pays for the goods and services provided by 
other agencies and makes funds available to certain agencies to enable 
them to employ staff on a continuing basis for this purpose. | Failure 
to take advantage of economies or superior services that might be de- 
rived through the use of other Federal departments and agencies 
would be subject to check through the regular legislative as well as 
executive processes. 

One important advantage of the current arrangement is that it 
provides a focus of responsibility for all aspects of the program. The 
Congress and the President can hold a single official accountable. « This 
is an inducement to consultation with other departments and agencies 
on policy and technical matters. If errors in judgment occur and 
there has not been previous consultation with other agencies con- 
cerned, responsibility can be firmly fixed. Knowledge of this: fact 
can make the International Cooperation Administration even more 
cautious than the regular departments and agencies. 

Another important advantage, a corollary of the previous one, is 
that this alternative permits central direction and control over the 
program in Washington and unified administration in the field. This 
facilitates negotiations with recipient countries and makes it possible 
to achieve greater integration in the planning and administration of 
country programs. It provides the authority required for effective 
control of funds and for evaluation of projects to insure adherence 
by other agencies to contract terms. In a message to the Congress 
on April 20, 1955, President Eisenhower made the following state- 
ment with respect to the use of the various departments and agencies 
in the foreign-assistance program : 


In the implementation of the program, the facilities of 
all agencies of the executive branch will be used where appro- 
oriate, and to the maximum possible extent on a contract 
asis. However, it is essential that responsibility for the 
nonmilitary operations continue unified; to fragment this 
responsibility among several agencies would seriously detract 
from their effectiveness.” 


The President also stated in a letter dated April 15, 1955, to the 
Secretary of State that “we should avoid dispersal of operating 
responsibilities either within the Department [of State} or to agencies 
outside the Department.” ** 

The present arrangement gives the International Cooperation Ad- 
ministration needed flexibility in deciding whether, in a given field, 
it would be more economical and efficient to contract with another 
Federal agency, to contract with a private firm, or to staff the Inter- 
national Cooperation Administration for the purpose. The Interna- 


12 Mutual Security Program, message from the President of the United States, transmit- 
ting recommendations relating to the mutual-security program, H. Doc. 144, 84th Cong., 
Ist sess. (1955), p. 5. 

18 Technical Assistance Programs, hearing before a subcommittee of the Senate Committee 


on Foreign Relations, 84th Cong., 2d sess., pt. 2 (January 23, 1956), p. 401. 
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tional Cooperation Administration has reportedly developed greater 
knowledge and skills in certain foreign-assistance fields than the 
Federal departments and agencies having corresponding domestic 
responsibilities. Furthermore, the International Cooperation Ad- 
ministration has acquired specialized competence in planning, pro- 
graming, and administering foreign-assistance activities. Granting 
the International Cooperation Administration primary responsi- 
bility enables it to apply this specialized competence more effectively. 

Some of the disadvantages of the present arrangement are reflected 
in the advantages claimed for the first alternative. In addition, there 
is some feeling that other departments and agencies tend to overcharge 
the International Cooperation Administration for the services they 
render, and such charges are not subject to as close scrutiny as they 
might be under a more diffused arrangement. Further detailed study 
of this matter would seem to be useful because it may be that the 
International Cooperation Administration sometimes utilizes the 
services of other departments and agencies unnecessarily or makes 
payments that are excessive in order to maintain cooperative relations 
with them. 

Another point, which may be noted as a disadvantage, is a tendency 
in the International Cooperation Administration increasingly to staff 
itself rather than to contract with other Federal agencies for techni- 
cal services. As a result, official relations with other countries in 
these fields may tend to flow through the International Cooperation 
Administration rather than be handled by the Federal agencies having 
corresponding domestic responsibilities, with consequent loss of useful 
contacts between officials of the latter agencies and corresponding 
officials in the aided countries. 


Continuation of present arrangement with an exception for the foreign 
atoms-for-peace program 

The Atomic Energy Commission now exercises operating responsi- 
bility for the foreign atoms-for-peace program under the foreign 
policy guidance of the Secretary of State. This in itself constitutes 
an exception to the general rule of centralizing the responsibility for 
technical assistance in other nonmilitary fields. The International 
Cooperation Administration, however, also carries on activities in con- 
nection with the program, and an issue has developed over where 
primary responsibility for the administration of this program should 
rest. 

The arguments given in favor of the Atomic Energy Commission as 
the administering agency include all of those mentioned in support of 
the first alternative, plus a number of others. They fall into two 
categories, legal and administrative. It is understood that security 
requirements in connection with the foreign atoms-for-peace program 
are minimal and could be met equally well by the Atomic Ener 
Commission regardless of whether it has primary responsibility for 
the program. 

The legal argument is that, although neither the Atomic Energy 
Commission nor the International Cooperation Administration has 
been explicitly assigned, by statute or ocemtins order, primary re- 
sponsibility in this field, the Congress intended to have the Atomic 

nergy Commission exercise this responsibility. This contention is 
founded on provisions in the Atomic Energy Act of 1954 granting 
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certain functions to the Atomic Energy Commission that an agency 
responsible for the foreign atoms-for-peace program should hav 
including distribution to foreign countries of byproduct material a 
the assignment of an important role in the negotiation of inter- 
national agreements. Proponents of administration by the Atomic 
Energy Commission also note that the Mutual Security Act, which 
was enacted about 2 weeks after the Atomic Energy Act, did not dis- 
turb these functions. 

It is also pointed out that the President has vested responsibility for 
carrying out the program jointly in the Secretary of State and the 
Chairman of the Atomic Energy Commission. Furthermore, the 
agreements made to date with 37 foreign countries designate the 
Atomic Energy Commission as the operating agent for the United 
States, and cooperative relations have already been established be- 
tween the Atomic Energy Commission and agencies in foreign coun- 
tries that specialize in this field. In brief, the Atomic Energy Com- 
mission believes that the Congress and the public hold the Atomic 
Energy Commission responsible for the foreign as well as domestic 
activities of the Government in promoting the peaceful uses of atomic 
energy. 

The administrative reasons in support of the case for the Atomic 
Energy Commission center on the existing shortage of scientists and 
atomic materials and the special leadership that the Atomic Ener 
Commission can provide. There is the argument that scientists, bot 
in and out of Government, are in such short supply that the Atomic 
Energy Commission must be in a position to insure that the assign- 
ment of scientists to foreign assistance activities does not detract from 
essential domestic needs. Moreover, the atomic energy scientists re- 
ceive salaries at levels that, if matched by the International Coopera- 
tion Administration, might have a disruptive effect on the Inter- 
national Cooperation Administration—particularly in the field. Even 
if the International Cooperation Administration could match Atomic 
Energy Commission salaries, it would allegedly have more difficulty 
than the Atomic Energy Commission in recruiting scientists because 
it has fewer career opportunities for them and would itself be able to 
provide few supporting scientific services to field personnel. 

The shortage of atomic materials is reportedly such that the Atomic 
Energy Commission must control allocations to foreign countries, 
The Atomic Energy Commission, moreover, has a statutory duty to 
effect such control. Although the Atomic Energy Commission could 
make a single allocation to the International Cooperation Adminis- 
tration for foreign assistance purposes and still insure an adequate 
supply for domestic purposes, legislation might be required to author- 
ize such a practice. 

The contention that the Atomic Energy Commission is in a better 
position than the International Cooperation Administration to provide 
the stimulus and leadership required in this vital field merits special 
consideration. It is asserted that the foreign policy objectives of the 
foreign atoms-for-peace program are more likely to be realized if the 

rogram is administered by the Atomic Energy Commission than if 
it is just another activity in the International Cooperation Admin- 
istration. In support of this point, it is noted that much of the assis- 
tance that the United States has to offer foreign countries in this field— 
technical information, scientific personnel, research materials, power 
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reactor materials, and almost all the information on new developments 
that other nations seek—would be drawn from the Atomic Energy 
Commission or from institutions that have contracts with the Atomic 
Energy Commission. Proponents of administration by the Atomic 
Energy Commission emphasize this dependence on it. Although they 
lament the conflict between high officials of the Atomic Energy Com- 
mission and the International Cooperation Administration, they take 
the position that unless the two agencies can work effectively together, 
it would be safer to place primary responsibility for the program in 
the Atomic Energy Commission. 

Among those who support this alternative, however, are those who 
also recognize that the International Cooperation Administration 
should have a role in decision making with respect to the program, 
particularly as power reactor programs develop. They would agree, 
moreover, that the Department of State and the International Coope- 
ration Administration should now have the same type of coordinating 
authority, including veto authority, over the foreign atoms-for-peace 
program that they have with respect to military-assistance programs. 
They contend that the Department of State is now in a position to 
exercise that authority and could consult the International Coopera- 
tion Administration on its use if it so desired. On the other hand, it is 
stated that, although this is theoretically feasible, the Department of 
State has encountered considerable difficulty in coordinating the activi- 
ties of these agencies partly because of ambiguities in the existing 
allocation of responsibility. 

Finally, there is the matter of timing. One view is that circum- 
stances will change during the next 5 to 10 years, making it more 
feasible at the end of that time to transfer responsibility for the 
foreign atoms-for-peace program without jeopardy to either the do- 
mestic or international program. 


Assignment of responsibility for the foreign atoms-for-peace program 

Although administration of military assistance by the Department 
of Defense can be justified in large part on the grounds that the 
assistance forms. part and parcel of the national defense program, 
Atomic Energy Commission responsibility for the administration 
of the foreign atoms-for-peace program cannot be similarly justified 
as essential to the primary objectives of the Atomic Energy Commis- 
sion. The continued exercise by the Atomic Energy Commission of 
eperalibg responsibility for the program, particularly in view of the 
likely expansion of the program and the increasing declassification 
of information in this field, may tend to undermine the established 
principle of centralized responsibility. 

Evidence suggests that the Atomic Energy Commission cannot be 
the sole agency for providing international assistance in the peaceful 
uses of atomic energy. These uses now extend broadly into such 
fields as medical diagnosis and therapy, medical and agricultural 
research, and food processing and other industrial uses. Were the 
Atomic Energy Commission to have primary responsibility for de- 
cisions on aid for power reactor development as well as other peaceful 
uses of atomic energy, it would have a controlling effect on Interna- 
tional Cooperation Administration programs. The International Co- 
operation Administration is considered to be better staffed to provide 
advice to countries on the economic implications of a power reactor 
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program. Attention is also called to the need generally for the various 
departments and agencies of the governments to put atomic ener 
to use in their regular activities at home and abroad. A study made 
for the Joint Congressional Committee on Atomic Energy concludes 
that: 


The peaceful uses of atomic energy affect the functions of 
almost every department and agency of the executive branch 
and all of the corresponding committees of the Congress. 
Organization of both branches of our Government must be 
directed toward acceptance of the fact that the era of atomic 
centralization in the Government in general and the Com- 
mission in particular ended with the decision to press forward 
with peaceful uses.** 


The study recommends that the Commission provide a focal point 


for research and development of the peaceful uses of atomic energy 
and— 


that other departments and agencies of the executive branch 
be encouraged to develop their own organizations for dealing 
with their functional interests * * * drawing upon the Com- 
mission for advice and services rather than leaning on the 
Commission or delegating their functions to it.*® 

The International Cooperation Administration has already demon- 
strated—by its contracts for service in many fields with other 
Government agencies, universities, and private research organ- 
izations—how it can provide aid in this field. It arranged last 
year, under contract with the Brookhaven National Laboratory, 
for a team of scientists to visit Southeast Asia in order to 
survey the available resources, the possible activities for the center, 
and related matters, in anticipation of establishing a regional 
nuclear training center in Manila. This experience suggests that the 
International Cooperation Administration is not wholly dependent on 
the Atomic Energy Commission. The International Cooperation Ad- 
ministration should be able to tap the growing private sources of 
scientific talent, clearing in advance with the Atomic Energy Com- 
mission where the interests of the latter may be involved, as was 
reportedly done in arranging for the survey mentioned above. Also, 
the International Cooperation Administration should be able to con- 
tract with the Atomic Energy Commission, in much the same way 
that the International Cooperation Administration draws on the vast 
scientific resources of the Department of Agriculture, for the technical 
and material resources that it can apply and that may be needed in 
the foreign atoms-for-peace program. 

The Atomic Energy Commission was given administrative responsi- 
bilities with respect to the atoms-for-peace program before the full con- 
tent of the foreign assistance aspects of that program became known, 
before the International Cooperation Administration was established 
within the Department of State, and while security regulations in con- 
nection with the program were still more strict than they now are. The 
legal claims of the Atomic Energy Commission to administrative re- 


“UU. 8. Joint Committee on Atomic Bnergy, Peaceful Uses of Atomic Bnergy, Report 
of the Panel on the Impact of the Peaceful Uses of Atomi¢ Energy to the Joint Committee 
on Atomic Energy, vol. I, 84th Cong., 2d sess. (January 1956), committee print, p. 154. 

% Ibid., pp. 154-155. 
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sponsibility for the program are disputed by reference both to the 
broad mandate of the International Cooperation Administration for 
administration of technical and related economic assistance and also to 
the delegation by the President of “joint responsibility” for the atoms- 
for-peace program to the Department of State, of which the Interna- 
tional Cooperation Administration is a part, and the Atomic Energy 
Commission. That the International Cooperation Administration has 
a legitimate role in this field, unclear though it be, is further supported 
by the following paragraph that appears in an agreement between the 
Department of State and the Atomic Energy Commission : 


It is recognized that atomic matters will be of growing im- 
portance in the conduct of foreign relations in the future and 
that the activities carried out overseas by the Atomic Energy 
Commission may also increase. The Department of State 
may find it necessary to assign to some posts full-time Depart- 
ment officers for political and economic problems related to 
atomic energy. The Atomic Energy Commission may find it 
necessary to increase its staff of representatives as the foreign 
activities for which it is responsible increase. The Inter- 
national Cooperation Administration also has certain respon- 
sibilities in the atomic energy field which will require atten- 
tion by International Cooperation Administration field staff 
in the United States operations missions,” 

Finally, in support of International Cooperation Administration 
leadership in fostering peaceful uses of atomic energy in under- 
developed areas, there is the argument that policy regarding foreign 
assistance in this field need not and should not be governed by the 
same considerations that determine the role of the Government in 
the development of peaceful uses for atomic energy within the United 
States. For example, the influences and other considerations that 
might encourage or discourage Government aid in the domestic de- 
velopment of power reactors should not be controlling factors on 
United States foreign policy with respect to aiding in the develop- 
ment of power reactors abroad. 


RESPONSIBILITY FOR ADMINISTRATION OF LOANS 


The Export-Import Bank of Washington makes loans on banking 
principles for development projects in underdeveloped countries. In 
addition, the International Cooperation Administration is required by 
the Mutual Security Act of 1954, as amended, to make certain amounts 
of its economic assistance available as loans rather than as grants, 
These loans are usually repayable on much more favorable terms 
(longer periods for repayment, lower interest rates, and optional re- 
payment in local currencies) than the Export-Import Bank loans. 
The Export-Import Bank serves as the fiscal agent for the administra- 
tion of the loans made by the International Cooperation Administra- 
tion, 

When sales of surplus agricultural commodities are made abroad 
for local currency, the proceeds of such sales become available in many 


1%. S. Department of State, Arrangements Between the Department of State and the 
Atomic Energy Commission for Stationing Atomic Hnergy Commission Representatives 
Abroad. (August 16, 1956). 4 pp. (mimeograph). 
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instances to the International Cooperation Administration for loans 
within the purchasing country for development projects. Such loans 
are to be repaid in local currency, with relatively long periods for re- 
payment, up to 40 years usually, and at relatively low interest rates, 
ordinarily 3 percent. Various proposals have been made that part 
of regular economic assistance should also be made available as loans 
repayable in local currency rather than as grants. 

xperience with these arrangements has given rise to the following 
issue: What should be the allocation of responsibilities between the 
Export-Import Bank and the International Cooperation Administra- 
tion for the administration of these loans ? 

There are three principal alternatives to be considered : 

1. To continue the present allocation of responsibilities and the pres- 
ent coordinating machinery ; 

2. To maintain the present arrangements but to formulate a clearer 
dividing line, on the basis of agreed criteria, between the loans to be 
made by the Export-Import Bank and those to be made by the Inter- 
national Cooperation Administration ; or 

3. To amalgamate the developmental loan functions of the Export- 
Import Bank and the International Cooperation Association. 


Continuation of the present arrangements 


Three arrangements now work concurrently to coordinate the loans 
made by the United States to underdeveloped countries. First, the 
International Cooperation Administration and the Export-Import 
Bank have established informal procedures for mutual consultation 
by their division and section heads before major loans are made. 
Both agencies report that these arrangements for consultation are 
satisfactory and that each is reasonably well informed of the activities 
of the other. Second, the National Advisory Council on International 
Monetary and Financial Problems, under the chairmanship of the 
Secretary of the Treasury or his representative, provides continuous 
interdepartmental consultation and coordination of the basic policies 
that govern foreign loans. Third, the National Security Council and 
its Operations Coordinating Board relate and coordinate the financial 
and economic policies to broader security considerations in the na- 
tional interest. 

In so large and complex a government as that of the United States, 
it can be said that it is impossible to combine all related programs into 
single entities and that reliance must be placed on arrangements for 
consultation and coordination. Further, the economic and technical 
assistance programs have been reorganized 4 times in the last 5 years 
and are in need of a respite. Finally, there is considerable evidence 
to support the view that the present arrangements have worked rea- 
sonably well. 

The opponents of leaving things as they are rest their case on the 
desirability of the second and third alternatives, discussed below. 


Establishment of a clearer boundary 

Only a vague dividing line exists today between the projects or 
proposals considered eligible for the loans made by the International 
Cooperation Administration and projects thought to warrant the 
much less favorable terms of Export-Import Bank loans. The latter 
usually mature in 12 years or less and sometimes extend for as many 
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as 20 years. Loans made by the International Cooperation Adminis- 
tration usually mature in 40 years and may extend for as many as 50. 
Export-Import Bank interest rates are always somewhat above the 
cost of money. to the Treasury and now range from 5 to 514 percent. 
International Cooperation Administration loans, when repayable in 
dollars, carry an interest rate of 3 percent, and, when repayable in 
local currency, the rate of 4 percent. The absence of a clear dividing 
line concerning the respective responsibilities of the Export-Import 
Bank and the International Cooperation Administration makes it diffi- 
cult to maintain consistency of policy and invites pressures by bor- 
rowers that tend to play one agency against another. 

On the other or there is the argument that the search for such a 
dividing line has gone on for some time, without developing any very 
clear criteria. At present, the International Cooperation Administra- 
tion and the Export-Import Bank both operate on the policy that the 
International Cooperation Administration should make the residual 
loans. In other words, International Cooperation Administration 
loans are made when the project or activity cannot qualify for private 
lending, International Bank lending, or Export-Import Bank lend- 
ing. Under the policies followed by the Export-Import Bank, all 
loans must be repaid in dollars, they must be used to purchase goods 
in the United States, and they are supposed to encourage private 
enterprise wherever possible. This arrangement can, and probably 


will, be continued until more specific, workable criteria can be formu- 
lated. 


Merger of developmental loan functions of the Export-Import Bank 
and the International Cooperation Administration 

This alternative is supported by the view that a single agency ad- 
ministering both loans and grants for developmental purposes would 
be in a far better position than two independent agencies, even though 
linked by coordinating arrangements, to study the creditworthiness 
of a country and to make certain that assistance is not given as grants 
where loans are feasible. A merger would assure that the develop- 
ment lending function, previously performed by the Export-Import 
Bank, would support, more closely than in the past, the basic develop- 
mental policies formulated by the Department of State and the Inter- 
national Cooperation Administration. The commercial lending func- 
tion of the Export-Import Bank is principally concerned with 
promoting the export of goods produced in the United States, even 
though export credits also contribute to development overseas, and 
therefore might be left with that institution or be transferred to 
another department or agency. 

Opposing this alternative are the considerations stated above in 
favor of continuing the present arrangements. There are also three 
other specific objections to such amalgamation. 

First, the International Cooperation Administration has now been 
established within the Department of State, and there is the view that 
a department that is charged with the administration of foreign policy 
is unsuited to serve as an administrator of loans. If the International 
Cooperation Administration is maintained within the Department of 
State, therefore, the developmental loan functions of the Export- 
Import Bank should not be consolidated with the Triternattoned Co- 
operation Administration but should remain outside the Department 
of State. 
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Second, there is the argument that if a single agency were to 
administer all developmental loans made by the Tnited States Gov- 
ernment, it would have to administer both “soft” and “hard” loans. 
“Soft” loans are generally understood to mean those that are made on 
more favorable terms than are usually allowed by the Export-Import 
Bank and private traders. They normally provide for lower interest 
rates and are repayable over longer periods or in local currency, or 
both. “Hard” loans are those that are based on the stricter standards. 
The effect of combining the administration of these two categories 
might be to weaken the integrity of the “hard” loans and encourage 
borrowers to confuse the two. Although the Export-Import Bank is 
the agent for administering the loans made by the International 
Cooperation Administration, this is little more than a bookkeeping 
and collections task, and borrowers can easily distinguish between the 
hard loans made by the Export-Import Bank and the softer loans 
made by the International Cooperation Administration. 

Third, officials of the Export-Import Bank insist that there can be 
no clear division of the bank’s loans into “development” and “commer- 
cial” categories, despite the common tendency to do so. They argue, 
therefore, that the lending operation of the bank should remain unified. 

A proposal is now emerging, however, for the making of a special 
variety of “local currency loans” which are said to be about midway 
between “hard” loans and “soft ”loans, or between “hard” loans and 
grants. These “local currency loans” are defined as follows: loans 
made with the same interest rates and the same repayment periods as 
“hard” loans, with the insistence that they be repaid in full. More- 
over, as many installments as possible are to be repaid in dollars or 
whatever other foreign currency may be borrowed, as agreed by bor- 
rower and lender, in accordance with the capacity of the borrower to 
repay, until the total loan has been repaid. Installments repaid in 
local currency would become available as a revolving fund for further 
developmental projects in the repaying country. 

The advocates of these “local currency loans” believe that they 
should be administered by the same agencies that make “hard” loans 
because only then will the bank be able to determine, in consultation 
with the borrower, what it can repay at any given time in “hard” 
loans, what it can absorb in “local currency loans,” and what its eligi- 
bility should be for grants. 

















CHAPTER V 


CHOICE BETWEEN BILATERAL AND MULTILATERAL 
CHANNELS 


The allocation of administrative responsibilities for United States 
foreign assistance involves more than a consideration of the special 
organizational arrangements within the United States Government. 
Such arrangements are necessary primarily for the administration of 
assistance that the United States extends on the basis of bilateral 
agreements between it and the recipient countries. But a portion of 
United States foreign assistance is also being extended on the basis of 
multilateral agreements to which the United States and many other 
nations, which include both donor and recipient countries, adhere. 
These arrangements underlie international organizations and pro- 
grams, of both worldwide and regional scope, through which assist- 
ance can be channeled. In extending foreign assistance, therefore, 
the United States has a choice between bilateral and multilateral chan- 
nels; in the latter case, it also has a choice among different interna- 
tional organizations and programs. 

The portion of United States foreign assistance that currently is 
provided through multilateral channels is used for technical assist- 
ance and economic aid. Practically all military assistance is provided 
by the United States under bilateral agreements with the recipient 
countries. It is true, of course, that many of these bilateral agree- 
ments are made and operated within the broader framework of multi- 
lateral arrangements of a politico-military character, such as the 
North Atlantic Treaty Organization. There is, however, no serious 
proposal currently being considered for the United States to channel 
its military assistance through an international organization or a 
regional organization by contributing funds or military equipment 
directly to the organization for subsequent disbursement or allocation 
by it. The issue of a choice between bilateral and multilateral chan- 
nels therefore is currently limited, insofar as the United States is 
concerned, to technical and economic assistance. 


THE PRESENT PATTERN 


The United States participates in the financing and administration 
of two multilateral dechihieat Sooperabioi programs. The United Na- 
tions Expanded Programme of Technical Assistance, like the United 
States bilateral program, is worldwide in scope and covers virtually 
every field of activity that relates to economic growth. Within Latin 
America, the Organization of American States administers a much 
smaller program of regional technical training centers. 

The economic assistance programs involve the expenditure of much 
larger sums of money than the technical assistance activities. In this 
field, too, in addition to grants and loans made, respectively, by the 
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International Cooperation Administration and the Export-Import 
Bank, the United States participates in the administration and financ- 
ing of the International Bank for Reconstruction and Development 
and its affiliate, the International Finance Corporation. : 

The Expanded Programme of Technical Assistance of the United 
Nations was initiated in July 1950. The principal responsibility for 
conducting technical assistance work in the beneficiary countries is 
borne by six agencies in the United Nations system, Five of these 
are specialized agencies, and the sixth is an agency within the United 
Nations itself, established especially for this purpose. ‘The five agen- 
cies are: the Food and Agriculture Organization, the World Health 
Organization, the United Nations Educational, Scientifie and Cul- 
tural Organization, the International Labor Organization, and the 
International Civil Aviation Organization. Because the fields of 
activity of the specialized agencies leave some functional areas un- 
covered, the United Nations established, within itself, the United Na- 
tions Technical Assistance Administration, to give assistance in 
industrial development, transportation, public finance, public admin- 
istration, social welfare, and related fields. Two other specialized 
agencies participate in the program to a much smaller extent—the 
World Meteorological Organization and the International Telecom- 
munication Union. 

To coordinate the work of these several agencies, the United Nations 
has established the Technical Assistance Board, headed by an Execu- 
tive Chairman. The heads of the specialized agencies and of the 
Technical Assistance Administration are members of the Technical 
Assistance Board. In turn the Board reports to the Technical Assist- 
ance Committee of the Economic and Social Council. On major 
questions of administrative policy and procedure, the Administrative 
Committee on Coordination, of which the United Nations Secretary 
General is Chairman, gives guidance to the Technical Assistance 
Board. In some 31 countries, the United Nations maintains a resi- 
dent representative, who reports to the Board and is responsible for 
coordinating United Nations activities at the country level. 

The technical assistance program of the United Nations is operating 
in more than 70 countries and has been spending from $20 million to 
$25 million a year, increased to almost $28 million in 1955 and 1956. 
It assists underdeveloped countries in programing their economic de- 
velopment, makes expert technicians available to participating gov- 
ernments, gives training grants for study and training abroad, gives 
very small amounts as grants in the form of machinery and equipment, 
and promotes the international spread of technology through semi- 
nars, conferences, and publications. 

Since April 1950, the Organization of American States and its 
seven member organizations, somewhat akin to the specialized agencies 
of the United Nations system, have been operating regional centers 
to give training to technicians of the member states, nearly always in 
their native languages and in institutions located in a cultural and 
social environment familiar to them. The Organization program 
does not make technicians available to governments. Seven regional 
centers were in operation in 1956, distributed among six Latin Ameri- 
can countries. The budget of the program in 1956 was just under 
$2 million. The centers give training in agriculture, control of foot- 
and-mouth disease, housing, children’s services, statistics, teacher 
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training, and evaluation of natural resources. The work of the cen- 
ters is coordinated by a Technical Cooperation Board, headed by an 
Executive Chairman. 


THE GENERAL ISSUE AND THE MAIN ALTERNATIVES 


The choice the United States makes between bilateral and multi- 
lateral channels for extending technical and economic assistance in- 
volves questions of both general policy and administration. The 
questions of general policy arise primarily from the issue whether the 
United States in its foreign relations wishes to emphasize the bilateral 
or the multilateral approach as the better one for it to use in attaining 
the objectives of its foreign-assistance programs. The questions of 
administration arise primarily from the issue whether the organiza- 
tional arrangements and procedures are or can be made the most effi- 
cient, from the viewpoint of the United States, in the bilateral or in 
the multilateral channels. The combined issue, therefore, can be 
stated as follows: What should be the allocation of United States 
resources and effort between bilateral and multilateral channels of 
technical and economic assistance ? 

To understand clearly the main alternatives open to the United 
States under this issue, the distinction between grants and loans must 
be kept in mind. Aside from the loans made by the International Bank 
for Reconstruction and Development and its new affiliate, the Inter- 
national Finance Corporation, no economic assistance is now being 
extended through multilateral channels, except for the very smal] 

ants for machinery, equipment, and publications that are included 
in the United Nations Expanded Programme of Technical Assistance. 
It is true that proposals for large-scale economic assistance through 
multilateral channels have been under discussion for some time— 
particularly the proposal for a Special United Nations Fund for Eco- 
nomic Development, which would be authorized to make grants avail- 
able to the less-developed countries as well as loans repayable in local 
currencies over long periods of time and bearing low interest rates. 
But a distinction must be made between the alternatives open to the 
United States with reference to the present aid programs and the 
alternatives that will become available if the present programs are 
materially enlarged. 

The economic and technical assistance programs administered by the 
International Cooperation Administration, for fiscal year 1957, are 
spending approximately $1 billion a year, of which approximately 
$150 million is for technical cooperation. The United States is con- 
tributing $15 million per year to the technical assistance program of 
the United Nations and the specialized agencies, and $1.5 million per 
year to the technical cooperation program of the Organization of 
American States. The United States has also subscribed $3.1 billion 
to the capital stock of the International Bank for Reconstruction and 
Development and slightly over $35 million to the International 
Finance Corporation. 

In considering whether this is the best distribution of funds among 
the bilateral and multilateral channels, five major alternatives appear 
to be relevant: 

1. To terminate the bilateral programs of the United States and to 
make all economic and technical assistance available through multi- 
lateral agencies; 
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2. To continue the bilateral program but to increase substantially 
the United States contribution to multilateral programs; 

3. To support the establishment of a new multilateral development 
organization, while continuing the bilateral program ; 

4. To retain approximately the present distribution of effort be- 
tween the bilateral and multilateral programs ; or 

5. To adopt the policy of placing virtually exclusive reliance on bi- 
lateral channels, giving to the bilateral program any increased funds 
that are to be made available. 


Exclusive reliance on multilateral channels 


In support of the alternative of placing exclusive emphasis on 
multilateral agencies, there is evidence that such agencies possess sev- 
eral inherent advantages over the United States bilateral program that 
enable them to be more effective in achieving the purposes of foreign 
assistance. One such advantage is that the beneficiary countries are 
less sensitive about receiving such aid from multilateral agencies and 
less fearful that their political sovereignty and independence may be 
compromised. The United Nations agencies are, therefore, more 
readily welcomed than national agencies with regard to such matters as 
the formulation of national development programs and the adjust- 
ment of trade and fiscal policies. Likewise, multilateral agencies can 
insist on severe preconditions to aid, with less suspicion of ulterior 
motives. 

In the United Nations programs the less developed countries are 
donors as well.as recipients; they both send and receive technicians 
and trainees. The greater willingness to see the program move into 
sensitive areas of public administration and economic development is 
a corollary of this sense of participation. The program for economic 
integration in Central America is one example of what the United 
Nations agencies are doing very well that the United States program 
probably could not do as effectively. Closely related to this is the 
fact that the United Nations policies are not controlled by the political 
and commercial objectives of a single nation in arriving at decisions 
on the giving and withholding of technical assistance. 

In the recruitment of expert technicians to serve the program, the 
United Nations has three advantages over the United States program: 
(1) It can range over the whole world to find suitable people. In such 
fields as tropical agriculture. and tropical medicine, the United States 
may have fewer experts than other nations. (2) The United Nations 
can frequently recruit technicians from countries whose conditions are 
not too dissimilar from those in the countries to be served, and the 
experts will, therefore, be more familiar with the problems to be 
solved. (3) The United Nations can attract competent experts from 
most parts of the world without offering quite as much remuneration 
as American agencies are compelled to offer. 

Two further considerations are relevant. The United Nations pro- 
gram has made greater advances in terms of regional projects that 
require the concurrent action of several countries. Within the last 
5 years, the Expanded Programme of Technical Assistance has initi- 
ated many such regional projects, but the regional projects of the bi- 
lateral program are still in the planning stage. Finally, there is the 
hope that habits of cooperation developed in the promotion of eco- 
nomic development will carry over into the solution of political prob- 
lems. 
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It is possible, however, to recognize the merits of the multilateral 

rograms without going to the extreme of suggesting that the United 
States either can or should terminate the bilateral program and place 
exclusive reliance on multilateral channels. Two major considera- 
tions are applicable here: (1) the administrative problem and (2) the 
financial problem. 

First, the point is made that the Expanded Programme of the 
United Nations is still so new—only 6 years old—that it has not yet 
put its administrative house in order. ‘To require it quickly to multi- 
ply its operations several fold would create a serious danger of ad- 
ministrative breakdown. The program has no central administrative 
authority. The Technical Assistance Board coordinates the separate 
efforts of 6 major and 2 smaller agencies, but it has no direct adminis- 
trative authority. The resident representatives have recently been 
given the authority to coordinate at the country level, but they have 
yet to receive full acceptance from the major specialized agencies. 
Their coordinating authority extends chiefly to program plannin 
rather than to operations. In many cases, the technicians at wor 
overseas are receiving quite inadequate technical support and guidance 
from the headquarters of the specialized agencies. The new country- 
planning mechanism of the program was being tried for the first time 
in 1956. 

The United Nations program has no procedures for making sub- 
stantial grants for supplies, equipment, and machinery. Its arrange- 
ments for introducing joint administration of project activities with 
the host governments are only in the early stages of exploration. It 
has not yet developed its own equivalent for the “servicios” (instru- 
ments for joint administration), the interuniversity contract under 
which established universities can assist in improving the quality of 
universities in underdeveloped countries, or the enlistment of the serv- 
ices of private engineering and management firms. The program has 
yet to provide in most beneficiary countries a permanent core of ad- 
ministration to which visiting short-term experts can be attached. 

Second, there is the financial problem. The United Nations pro- 
gram is spending approximately $28 million a year, of which the 
United States contributes about 50 percent. The accompanying table 
summarizes the financial contributions to the United Nations technical 
assistance program during the period 1950 to 1956. Transfer of the 
United States bilateral operations to the United Nations program, 
without a significant increase in the contributions of other nations, 
would mean that the United States would pay so predominant a share 
of the total cost that the program would cease to be truly multilateral. 
If 1 nation were to pay more than 90 percent of the cost, its influence 
would presumably be overwhelming and its citizens and officials could 
not long be expected to refrain from asking for a controlling voice. 
Most of the other nations could probably not increase their contribu- 
tions to preserve the ratios that now obtain in the United Nations pro- 
gram without overstraining their treasuries. A marked increase in 
United States contributions to the United Nations program must 
therefore result either in a grossly disproportionate payment by the 
United States to the multilateral program or in a drastic reduction of 
the total amount available at a time when more funds are needed. 
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1 Source: Office of International Affairs, U. S. Department of State, Oct. 16, 1956. 

These figures represent pledges of contributions to the United Nations technical assistance special account 
from which allocations to the participating agencies are made. They do not include contributions made by 
recipient governments to the cost of projects carried out in their own countries in local currency or goods and 
services. These local contributions are estimated to be approximately twice the cost borne by the partici- 
pating agencies financed from the special account. 


Increased reliance on multilateral program 

The alternative of placing greater, but not exclusive, emphasis on 
the multilateral approach can be based on the considerations cited 
above both for and against the first alternative. Those considerations 
stress the advantages, present and potential, of assisting the under- 
developed countries through the United Nations programs. But ex- 
perience suggests that the United Nations program probably cannot 
carry the total administrative burden or be adequately financed with- 
out straining its international character. There is, therefore, a need 
for the continuation of the bilateral activity and even its growth in 
size if events make that desirable. At the same time, there is support 
for increasing the United States financial contribution to the United 
Nations program to a much larger annual sum, as large an increase 
as can be made without damaging the multinational character of the 
program. Such a proffered increase may also elicit larger contribu- 
tions from other nations and facilitate the necessary effort by the 
United Nations to strengthen the administration of the Expanded 
Programme of Technical Assistance by providing stronger coordina- 
a headquarters and better integration of activities at the country 
evel. 

Militating against increased reliance on the Expanded Programme, 
there is the difficulty of achieving substantial administrative improve- 
ment within the next few years, especially in view of the insistence of 
the specialized agencies on the need for independence from United 
Nations control. There is also doubt that the funds of the United 
Nations program can be increased substantially if approximately the 
present ratio of contributions is to be maintained. And there is the 
argument that the identity of the United States contribution may be 
lost in the United Nations program, and gratitude may flow to only 
the United Nations as the immediate donor. 

A recently developed variation on this alternative calls for increased 
reliance by the United States on multilateral channels by developing 
a joint programing agency that would prepare broad development pro- 
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grams that both the bilateral and multilateral programs would use as 
the basis for grant aid, technical assistance, and loans. An important 
consideration to note here is that the United States could support the 
creation of such an agency whether or not it decides to increase its 
financial contribution to the United Nations programs. 

This proposal has recently been set forth in some detail, and the 
full case for it need not be repeated here.t The essence of the pro- 
posal is that such a programing agency, preferably organized as an 
affiliate of the International Bank for Reconstruction and Develop- 
ment, could perform the important functions of investigation, anal- 
ysis, planning, and surveillance. Such an agency could draw on the 
experience and staff of the International Bank for Reconstruction and 
Development. It could formulate and generate acceptance of a set of 
rigorous criteria for controlling assistance. On that basis, both bilat- 
eral and multilateral programs might be less suspect and more effective 
in insisting on those preconditions. The agency could also help to co- 
ordinate the program planning of bilateral and multilateral agencies 
and thus produce more effective concentration on an agreed program. 

Whether such an agency would produce realistic development pro- 
grams satisfactory to both underdeveloped and developed countries 
alike is problematical. There is, in addition, the argument that the 
administrators of bilateral programs should be in control of the plan- 
ning as well as the operating phases. Directors of bilateral programs 
may feel compelled to make different programing decisions in many 
cases from those made by the joint agency. It can be asked, there- 
fore, how much true coordination can be expected to result from this 
proposal. 

There are also grounds for supporting greater use of the Interna- 
tional Bank for Reconstruction and Development. The bank has been 
widely praised for having developed international cooperation in 
long-term lending with exceptional energy, integrity, and competence. 
As of December 13, 1956, the bank had made 160 loans totaling the 
equivalent of nearly $3 billion to 483 countries. It has also carried 
on extensive technical assistance operations, including country mis- 
sions that have produced thorough and useful reports. Of all of the 
multilateral agencies engaged in assistance activities the International 
Bank for Reconstruction and Development has been the most suc- 
cessful in winning respect and confidence from the United States 
financial and commercial community. 

In general support of the work of the bank, it is also possible to cite 
many of the advantages of the multilateral approach discussed above. 
Furthermore, its Articles of Agreement provide somewhat greater 
flexibility than is possible in the case of the Export-Import Bank. 
Whereas the Export-Import Bank provides dollar loans for the pur- 
chase of goods and services from American suppliers, the Interna- 
tional Bank for Reconstruction and Development can make loans in 
various currencies and receive payment in the currencies lent. Bor- 
rowers can purchase from any foreign bidders who meet their 
standards. 

On the other hand, it can be said that there does not appear to be a 
need for any increase in the United States subscription to the bank be- 


a F. Millikan and W. W. Rostow, A Proposal: Key to an Effective Foreign Policy 
(1957). 
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cause it already has, or can command, sufficient resources to take care of 
all requests that meet its present standards. Moreover, it has seemed 
useful in the past to maintain a bilateral lending program, largely 
through the Export-Import Bank, which is directly and wholly sub- 
ject to the political and economic directives of the United States 
Government and is also in a position to respond more quickly than an 
institution in which 60 members have a voice. Moreover, not all 
governments to which the United States might wish to lend are mem- 
bers of the International Bank for Reconstruction and Development. 
Finally, some foreign governments may not wish to submit their loan 
requirements to the scrutiny of the International Bank for Recon- 
struction and Development, particularly when its membership may 
include governments that are not on good terms with the petitioning 
state. 

There are also regional organizations through which the United 
States might work in formulating project plans, in deciding on budget 
allocations, in improving the quality of daily operations, and in pro- 
moting regional projects. The most conspicuous instance of such a 
regional grouping is the Organization for European Economic Co- 
operation, which played an outstanding role in the administration of 
the European recovery program. 

Another multilateral channel is the technical cooperation program 
of the Organization of American States. This program includes no 
economic aid, and its technical assistance work is confined to operating 
the seven regional technical traiming centers already mentioned. 
Clearly, the Organization of American States program cannot carry 
any major part of the technical cooperation work now administered 
in Latin America through the International Cooperation Administra- 
tion. However, the Economic and Social Council of the Organization 
of American States is seeking ways to increase and broaden the tech- 
nical assistance work of the Organization of American States in Latin 
America. In an effort to avoid the charge that it is dominating the 
Organization of American States, the United States has probably 
leaned backward too far; it has not given strong leadership either to 
the Organization of American States or to its technical cooperation 
activity. 

Another relevant arrangement is the Colombo Plan, which is serving 
as a consultative arrangement for the pooling of views regarding the 
economic development programs of countries in south and southeast 
Asia. It thereby facilitates the planning and administration of the 
United States bilateral assistance programs in the area and simultane- 
ously serves the same purposes for a series of Commonwealth bilateral 
aid programs among the nations of the British Commonwealth. The 
Colombo Plan has also been able to help materially in promoting mu- 
tual supplementation among most of the bilateral and United Nations 
activities underway in south and southeast Asia. Two smaller re- 
gional organizations that engage in some technical assistance activities 
in their respective regions are the Caribbean Commission and the 
South Pacific Commission. 


Establishment of a new multilateral development organization 


Because of the various administrative and financial obstacles that 
seem to stand in the way of the United Nations Expanded Programme 
of Technical Assistance, it has been proposed that a new multilateral 
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development organization be established. It is not feasible to examine 
the arguments for and against all of the various proposals that have 
been put forward, but it is possible to summarize at least three major 
types of suggestions that have been somewhat widely discussed. 

One group of proposals would establish a new multilateral agency 
for the administration of technical assistance alone, leaving loans to 
be provided, as at present, by the International Bank for: Reconstruc- 
tion and Development. A second group would establish a new multi- 
lateral organization for the provision of economic aid through both 
loans and grants, leaving technical assistance to be provided, as at 

resent, by the Expanded Programme of Technical Assistance of the 

nited Nations. A third group would establish a new multilateral 
development organization that would provide both technical and eco- 
nomic assistance, and might absorb the present functions of both the 
Expanded Programme and the International Bank for Reconstruction 
and Development. 

The first type of proposal is designed to alleviate one of the greatest 
difficulties in the administration of the Expanded Programme: the 
absence of a strong central authority. The Technical Assistance Board 
coordinates the separate efforts of 6 major and 2 smaller agencies. 
Of these 8 agencies, 7 are “specialized agencies” with independent con- 
stitutional status. ‘This proposal would call for terminating the Ex- 
panded Programme and establishing a single United Nations Tech- 
nical Assistance Organization, to which would be transferred the 
funds and personnel now available to the Expanded Programme. 
The present specialized agencies could continue to administer their 
regular programs, to which their technical-assistance work has been 
a major addition since 1950, and the new organization might contract 
with the agencies for some work in their respective fields. Another 
possibility would be to merge the specialized agencies with the United 
Nations, but such a reorganization would be confronted with great 
constitutional and political barriers. The strongest general argu- 
ments leveled against this approach are that it would disrupt the 
present arrangement, without ensuring any substantial improvement, 
and it would create a new, independent agency, which might exacer- 
bate rather than ameliorate the present difficulties of coordination. 

The second set of suggestions clusters around the proposed Special 
United Nations Fund for Economic Development. A number of 
variations on this idea have been suggested to meet the principal objec- 
tions to it raised from various sources. The Special United Nations 
Fund for Economic Development, or some organization similar to it, 
could be established to make both grants and loans available to under- 
developed countries within a beded program for stimulating economic 
growth. A principal motivation underlying this proposal is the view 
that loans made by the International Bank for Reconstruction and 
Development will continue to be made only on strict banking princi- 
ples and that an agency like the proposed Fund must supplement 
those loans with others made on more favorable terms, and with 

rants. This group of proposals would continue the International 
3ank for Reconstruction and Development and the Expanded Pro- 
gramme of Technical Assistance, and would establish channels for 
consultation and coordination between the technical assistance pro- 
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vided by the Expanded Programme and the economic aid to be pro- 
vided by the Special United Nations Fund for Economic Development 
and the International Bank for Reconstruction and Development. 
There has been substantial support for this approach, but it has also 
been criticized because of the strong voice given to the underdeveloped 
countries and because of objections to such an expansion of “soft” 
loans and grants. 

The third group of proposals is based on the view that technical 
and economic assistance are closely related, serve a single set of pur- 
poses, and require union within a single, strong, multilateral organiza- 
tion. Such an international development organization might be built 
around the International Bank for Reconstruction and Development 
as a nucleus and, according to some versions, could even absorb the 
functions and funds of both the bank and the Expanded Programme. 
The new organization could be Tee to assist the governments of 
the underdeveloped countries both in formulating development plans 
and in executing them. The assistance could be provided through 
technical assistance, grants, and loans of various types. Aside from 
general arguments against the multilateral approach, this proposal is 
criticized because of the reasons just cited against the Special United 
Nations Fund for Economic Development plan and also the objection 
to combining “hard” and “soft” loan functions within a single agency. 

The three groups of proposals briefly summarized here are not 
offered as substitutes for the United States bilateral assistance activ- 
ities. Most of them favor the continuation of such activities, but 
they are put forward to provide a stronger administrative structure 
for that part of the total assistance effort that is to be administered 
through multilateral channels—usually with the hope that it will-be 
substantially increased. 


Retention of present division 


In support of the alternative to maintain approximately the present 
pattern, it can be said that a suitable balance between the bilateral 
and multilateral programs has been reached. The arguments urged 
against exclusive reliance on the United Nations program are some- 
times also urged against increasing the United States financial con- 
tributions to that program. In particular, it is said, most nations 
cannot substantially increase their contributions to the United Nations 
program and the United States should adhere to the present ratio 
of contributions to preserve the international character of the program. 

Opponents of this alternative, who believe in continuing foreign 
aid, advocate one or another of the alternatives described above. They 
emphasize particularly that the approximately $15 million per year 
contributed by the United States to the United Nations programs is 
only 10 percent of the approximately $150 million per year con- 
tributed to the bilateral technical cooperation program. They argue 
that, at the very least, a larger portion of the total funds available 
should be channeled through the United Nations programs. 


Increased reliance on bilateral program 


A major argument in favor of placing primary emphasis on the 
bilateral approach is the view that the interests of the United States 
are better realized through the bilateral program, in which the identity 
of the benefactor is clear, than through the multilateral program, for 








90 FOREIGN ASSISTANCE PROGRAMS 


which the United Nations rather than the United States receives 

rimary, credit. An unexpressed premise of this position is that 
United States national interests in promoting economic growth in 
the recipient countries are not satisfied unless those countries know 
that the improvement is assisted by the United States. Also relevant 
here are the arguments cited above against increased or exclusive 
reliance on United Nations channels. 

Experience suggests, however, that it would be a mistaken national 
policy for the United States to place too great emphasis on the im- 
portance of receiving gratitude in return for assistance. The in- 
terests of the United States are served not by seeking to purchase good- 
will, which cannot really be bought, but rather by promoting, through 
whatever means are demonstrated to be most effective, economic 

owth, political stability and independence, and rising standards of 

lving within the less-developed countries. Success in this effort 
will help develop a more prosperous and more peaceful world, which 
is one of the specific goals of United States policy. 








CHAPTER VI 


COORDINATION OF ADMINISTRATIVE 
RESPONSIBILITIES 


The major operational and planning responsibilities for the foreign 
assistance program are divided between two long-established organ- 
izations, the Departments of State and Defense, as well as the rela- 
tively new International Cooperation Administration, a semiautono- 
mous unit within the Department of State. Other executive units, 
such as the Department of Agriculture and the Atomic Energy Com- 
mission, have been assigned more limited, though significant, func- 
tions in the foreign assistance field. 

To coordinate these agencies, a number of devices have been devel- 
oped, but their effectiveness still leaves much to be desired. Although 
the existing pattern of the allocation of authority may be altered, past 
experience suggests that some of the present divisions of responsibil- 
ity, particularly between the Departments of State and Defense, are 
likely to persist for some time to come. Among the various coordina- 
tion issues that are posed by these divisions of responsibility, there 
are at least four that deserve detailed analysis. These issues are: 

1. What official should be assigned primary responsibility for the 
central coordination of military and economic assistance ? 

2. What interdepartmental committee structure and process would 
be most useful in helping to achieve coordination of military and 
economic assistance ? 

3. What interdepartmental arrangements should be utilized to as- 
sist in achieving coordination between foreign assistance and other for- 
eign economic activities? 

4. What should be the relationship between chiefs of diplomatic 
missions and the personnel engaged in foreign assistance activities 
in the field ? 


GENERAL CONCEPT OF COORDINATION 


Before analyzing these individual issues, it is necessary to examine 
briefly the general concept of the coordinating process. The term 
“coordination” has no single meaning; the end result of coordinate 
action may be achieved, depending upon the circumstances, in a wide 
variety of ways.’ It may, therefore, facilitate analysis to identify 
three major kinds of coordination that are found in the executive 
branch. 

1. Central coordination is exercised directly by the President or, on 
rare occasions, it may be delegated to a presidential agency such as 
the Office of Defense Mobilization. The President must retain ulti- 


1 This discussion is based largely on an analysis contained in The Brookings Institution, 
The Administration of Foreign Affairs and Overseas Operations (June 1951), pp. 216~—242 
and 341-367. (Prepared for the Bureau of the Budget and published by the Government 
Printing Office.) 
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mate coordinating responsibility and should stand ready to resolve 
conflicts of both substance and jurisdiction that cannot be settled at 
lower levels. ; ; 

2. Staff coordination is performed by presidential staff officials and 
agencies. Those who serve in a staff capacity are supposed to have 
no special jurisdictional interests but to maintain a position of neu- 
trality with reference to the respective interests of the agencies to be 
coordinated under directives issued by the President. 

3. Line coordination is a function of an executive department or 
ageney within its special field of competence. Experience indicates 
that. attempts to put the head of one department in the chain of com- 
mand between the President and the head of another department have 
not proved very successful. But for many kinds of problems, the re- 
sponsibility for exercising leadership in obtaining coordination 
through voluntary agreement can be vested effectively in one among 
equals when primary responsibilities are clear. 

As for the means by which coordination is achieved, it should be re- 
membered that the process does, and should, take place at all levels of 
the governmental hierarchy. Decisions and actions in one field must 
be geared to those in other fields at a time in the sequence of events 
when decisions are still fluid and subject to change. Most coordina- 
tion is carried on informally among opposite members of the lower 
levels of the governmental structure. More formal arrangements have 
developed at higher levels to enable busy department and agency heads 
to deal effectively and expeditiously with differences that resist settle- 
ment through procedures at lower levels. 

The principal instrumentalities for high-level coordination are sin- 
gle, officials and interdepartmental committees. The individual co- 
ordinator may be the President, a staff assistant to the President, or a 
departmental or agency official with varying degrees of authority 
according to the considerations previously discussed. In most cases, 
thesingle coordinator depends in some measure or the collaboration of 
an interdepartmental committee, but where committees are involved, 
there is no substitute for a competent and authoritative presiding offi- 
cer who is identified with the primary administrative responsibility 
within the particular field of interest. 

Past experience suggests that interdepartmental committees have 
operated most effectively when they have concentrated on matters of 
general policy and program formulation and have avoided detailed 
administrative questions. Such committees have proved less well 
suited to the making of specific decisions than to acting in an advisory 
capacity, usually with reference to the chairman of the committee. 
This process has seemed to function best when the chairman himself 
has been in a position to make a decision committing the agency or 
agencies having primary responsibility for the matter at issue. In the 
event of a serious dispute that has threatened the viability of a deci- 
sion; it has proved useful to have a clear and generally accepted pro- 
vision for quick and effective settlement of the difference, normally by 
appeal to a higher authority capable of rendering a final decision. 


ASSIGNMENT OF RESPONSIBILITY FOR CENTRAL COORDINATION 


‘The earlier review of the administrative history of foreign assistance 
reveals'a wide range of coordinating devices and the difficulties that 
have arisen in the use of each of them. One of the central issues raised 
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by this experience is: What official should be assigned primary re- 
sponsibility for the central coordination of military and economic 
assistance ¢ : 

The principal executive units that are likely to be responsible for 
activities subject to this kind of coordination are divisions within the 
Departments of State and Defense as well as the major agency charged 
with administering economic assistance, so long as that agency retains 
some degree of independent status. Emphasis is placed on the co- 
ordination of military and economic assistance in the discussion of 
this issue for the following reasons: these are the two major segments 
of the program; it seems likely that the administration of them will 
continue during the foreseeable future to be divided between at least 
two executive departments; and this coordination has proved espe- 
cially troublesome in the past. It has been argued, in fact, that the 
shortcomings of the present coordinating arrangements have contrib- 
ated to the creation of conditions of economic, and possibly political, 
instability in countries receiving United States assistance. 

Of the total of more than $3.7 billion appropriated for foreign aid 
for the fiscal year 1957, about $2 billion is for military assistance, and 
$1.2 billion is for defense support. The latter, as was indicated earlier 
in this report,’ is designed to assist in stabilizing and developing the 
economies of countries that are judged by the United States to re- 
quire such assistance in order to maintain defense forces at necessary 
levels. Although 36 countries are scheduled to receive military assist- 
ance during the fiscal year 1957, only 13 will receive defense support. 
The degree to which aid is concentrated is reflected in the fact that 
7 nations—Korea, Taiwan, Vietnam, Cambodia, Laos, Pakistan, and 
Turkey—were scheduled, according to the proposed program for the 
fiscal year 1957, to receive 43 percent of the total funds for military 
and nonmilitary aid. 

There is the view that the United States has devoted too large an 
amount to military assistance and that a variety of adverse conse- 
quences have flowed from this action. Without attempting to prove 
or disprove this thesis, it does appear that the results of the policy- 
formulation process could easily contribute to such a situation or at 
least seem inadequately to protect against it. Country policies pro- 
— by the National Security Council and ye ee by the Presi- 

ent are stated in very general terms. These policies do not indicate 
priorities among countries nor provide sufficient guides for scheduling 
the pace of military aid. Frequently, no mention is made of force 
objectives (military goals and ultimate force levels to be maintained), 
the type of aid, or the rapidity with which the goal should be achieved. 

The Joint Chiefs of Staff develop force objectives for each country 
on the basis of these broad National Security Council policies. The 
force objectives, coupled with the pressures within the Joint Chiefs of 
Staff to give each service an equitable share, are said to create rigidity 
and consequent waste in the programing of aid. The services vie wit 
one another for foreign-aid allocations, partly because through them, 
consistent with the letter and to a large extent the intent of the law, 
they have been able to finance the acquisition of modern equipment 
by granting foreign countries older models at prices based on replace- 


2 See above, ch. II. 
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ment cost, using the credits thereby obtained from the foreign-aid 
ee to purchase new equipment. 

here is some evidence to support the view that the Joint Chiefs of 
Staif estimates of the military forces required to carry out stated 
United States security objectives result in estimates of required United 
States assistance greater than the United States appears willing to 
support, even if it is conceded that the United States could support 
such levels of assistance without serious strain on its economic re- 
sources. Although these assistance requirements are subsequently 
scaled down, the level and composition of military forces that the 
United States desires to see supported, when taken together with the 
nonmilitary requirements of the recipient country, frequently tend to 
push the latter toward the outer limits of its economic capability. 

Part of the problem may take the form of insufficient funds for 
economic assistance, within the limits of current appropriations, with 
which to supplement the local resources available to meet minimum 
defense levels. In that event, the question whether the United States 
should scale down its military assistance or accept the consequences 
of involvement in the possible economic collapse of the recipient 
coenty is one that slagale be consciously faced and requires decision 
at the highest policy level. 

There is, on the surface, agreement among the interested agencies 
on force objectives for all but a few countries. But this agreement 
has not always been exposed to a careful, orderly, and thorough con- 
sideration, by agencies outside of the Department of Defense, of the 
political and economic, as well as the military, factors that should 
appropriately be weighed before such a policy has been decided upon. 
In addition, it should be noted that force objectives are not static but 
are subject to change and therefore need continuing reassessment. 

It should be recognized that there are many problems involved here 
besides the questions that are discussed in this chapter. There are, 
for example, the difficulties inherent in the substantive issues them- 
selves. On the administrative side, there are many aspects of the 
problem of how to achieve effective communication between the mili- 
tary and nonmilitary organizations that cannot be examined in a 
report of this scope. This applies, for instance, to the much-debated 
process, involving both military and civilian personnel, by which 
military planning and operations are carried on. These questions 
extend far beyond the limits of this study and cannot be examined 
here in any detail. 

Regarding the choice of a central coordinator, a strong case can be 
made that the Secretary of State now has this responsibility. But 
because of the ambiguity of the law, the generality of policy direc- 
tives, and the traditional resistance of an executive department to 
being coordinated by another department, the task of coordination is 
not being adequately performed, and the Secretary of State is not 
clearly accountable for the consequences. Part of the difficulty seems 
to lie in the fact that the Secretary of State has delegated to the 
Director of the International Cooperation Administration the func- 
tion of general coordination of military and nonmilitary assistance, 
largely in connection with the function of determining the value of 
military-assistance country programs. 

Although the Director of the International Cooperation Admin- 
istration is charged with carrying out these functions, subject to 
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consultation with the Secretary of Defense and the concurrence of 
the Secretary of State, some officials of the Department of Defense 
are less disposed to be coordinated by the International Cooperation 
Administration than by the Department of State. There are sha 
differences between certain Department of Defense and Internation 
Cooperation Administration conceptions of the role of the Interna- 
tional Cooperation Administration in determining the value of mil- 
itary assistance. Some officials of the Department of Defense give 
a literal interpretation to the word “value,” whereas International 
Cooperation Administration officers at the program review level are 
sometimes said to act on the basis that its meaning extends to the con- 
tent of assistance programs. It is clear that coordination would con- 
tribute little to the maintenance of balanced programs if it did not 
affect the content of military programs. 

In considering this issue, there are four basic alternatives to be 
considered : 

1. To designate a special assistant to the President as the principal 
coordinator ; 

2. To assign this function to the Secretary of State; 

3. To assign the function to the director of an economic-assistance 
agency possessing a significant measure of independence; or 

4. To rely upon negotiation among agency heads on a basis of 
virtual equality. 


Special assistant to the President 


The first alternative, reliance upon a special assistant to the Pres- 
ident, emphasizes the need for placing the coordinator above the de- 
partmental level. This official might be charged with coordinating 
responsibility solely within the foreign-assistance field or, as some 
propose, within the whole area of foreign policy. The advocates of 
this suggestion usually urge that the individual appointed to this 
post be a person of outstanding ability and stature and be vested with 
sufficient authority to act on behalf of the President so that he may 
be effective in influencing the heads of executive departments and 
agencies. 

Presumably, the assistant might exercise the authority to approve 
country programs and, to the extent allowed by the Congress, to al- 
locate funds to the operating agencies. This would entail staffing 
the assistant’s office for field and headquarters review of existing 
policies and programs. He would normally attend meetings o 
the National Security Council and possibly also the Cabinet. In 
order to minimize conflicts between him and the heads of agencies 
concerned, a high-level interagency committee, with the assistant 
as the chairman, might be established to advise him on important 
matters, subject to his decision. He would normally act with the 
concurrence of the committee, but means should be provided for ap- 
peal to the President, perhaps through the Nationsh Security Coun- 
cil, A close parallel to this alternative is found in the former posi- 
tion of the Director for Mutual Security, in the Executive Office of 
the President, who was also responsible for directing the Mutual 
Security Agency. 

The strongest argument for this alternative is based on the premise 
that only someone above the departmental level can exercise the au- 
thority required for effective coordination of military- and economic- 
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aid programs. Because it does not seem likely that these programs 
will be administered by a single agency, it can be argued that the 
function of coordination must be raised to the Presidential level. 
Moreover, there is the possibility that such an assistant would have 
greater stature and thus could provide stronger leadership for the 
toreign-assistance program than now appears possible under the 
present arrangements. 

This alternative is opposed by the doctrine that the responsibility 
of the Department of State embraces the totality of foreign relations 
and operations. The Department of State must be concerned not 
simply with the political implications of foreign assistance but with 
the total impact of assistance, direct and indirect, and therefore with 
the coordination of all elements. It can also be argued that staff 
assistants to the President should be anonymous and detached from 
operational responsibilities, and that the establishment in the Execu- 
tive Office of units that wield strong supradepartmental operational 
authority is bound to create conflict. This would lead to the interpo- 
sition of the assistant between the President and Cabinet members 
on matters that are vital to the executive departments. 

Such a post would also create a problem of coordination within the 
Executive Office itself, for example, by creating confusion with respect 
to the role of the Bureau of the Budget in reviewing estimates relating 
to foreign assistance. Furthermore, if the assistant were to develop a 
basis for independent judgment, he would require a sizable staff, which 
might duplicate that of the departments and agencies being coordi- 
nated. Finally, if the assistant were to be placed in charge of the 
economic assistance agency, he would be exposed to a conflict of inter- 
est that would jeopardize his neutral status as an assistant to the 
President. 


Secretary of State 


The Secretary of State, it is argued, is in a key position to coordi- 
nate military and economic aid programs. He is the President’s 
“channel of authority within the executive branch on foreign policy,” 
and, when the Secretary of Defense advises and assists the President 
“jn the formulation and control of military policy,” he does so “within 
the framework of foreign policy.”* It is extremely difficult, if not 
impossible, for a staff assistant to the President to equal the status of 
the Secretary of State, particularly if the Secretary withholds his sup- 
be Perhaps the closest parallel to this alternative was the short- 

ived experiment with the designation of the Secretary of State, in 
1950, as the chief coordinator of all foreign assistance programs. The 
Secretary is presently charged with the coordination of the military 
and economic-assistance programs, but he has delegated most of this 
responsibility to the Director of the International Cooperation Ad- 
ministration. 

Military officials are accustomed to accepting policy guidance from 
officials of the Department of State. In order to encourage acceptance 
of the coordinating role of the Secretary, consideration might be given 
to reestablishing the position of Under Secretary for Economic Affairs 
and transferring to it the functions of the Director of the International 


* Memorandum by the President renasaieg, the reorganization of the executive branch 
for the conduct of foreign affairs, June 1, 1953, Mutual Security Legislation and Related 
Documents, International Cooperation Administration (December 1955), p. 97. 
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Cooperation Administration and of the Deputy Under Secretary for 
Economic Affairs, a proposal discussed earlier in this report. The 
program and planning staff of the International Cooperation Adminis- 
tration might then be combined with the office of the special assistant 
to the Under Secretary of State for Mutual Security Affairs in the 
Department of State, thus strengthening arrangements for achieving 
an integrated view of foreign assistance and eliminating the confusion 
now produced by the existence of two coordinating centers through 
which the Department of Defense may seek approval of military 
programs. 

One argument made against reinforcing the coordinating role of 
the Secretary of State is that he represents a claimant agency and 
should not be placed in a position of control over other claimants. 
Related to this 1s the view that political officers in the Department. of 
State tend to use assistance as an instrument of day-to-day diplomacy 
and thus undermine its long-range value to United States foreign 
policy. 

Another argument is that active assumption of coordinating re- 
sponsibility would involve the Department of State in “operational” 
functions for which it is ill-fitted, and which could impair its func- 
tioning as a “policy” agency and as an adviser to the President. This 
view seems to be weakened, however, by the fact that there is no clear 
line between “policy” and “operations.” The Department has “op- 
erated” the consular service since its earliest origins and has been 
involved, to some degree, in all aspects of foreign assistance. 

A final point against this alternative is the difficulty encountered by 
the Secretary of State in 1950 in exercising coordinating responsibil1- 
ties with regard to other departments. This arrangement was super- 
seded by the appointment of the Director for Mutual Security in the 
Executive Office of the President. 

Director of foreign assistance agency 

The alternative of assigning the chief coordinating responsibility to 
the director of the principal agency charged with administering for- 
eign economic assistance is based primarily on the precedents of the 
roles played by the Directors of the Foreign Operations Administra- 
tion and the present International Cooperation Administration. Both 
arrangements have been described earlier in this study.> In the first 
case, the Director of the Foreign Operations Administration had the 
independent status of a Cabinet official and attended meetings of the 
National Security Council in his own right. In the second instance, 
the Director of the International Cooperation Administration is 
clearly subordinate to the Secretary of State from whom he has re- 
ceived his authority to coordinate the military and economic assistance 
programs. 

Perhaps the principal argument in behalf of this alternative is that, 
at best, it places in the coordinating position an official who is prepared 
to give the matter his primary attention, who is intimately acquainted 
with the problems of foreign assistance, and can most readily put co- 
ordinating directives to work in the economic assistance agency, which 
is under his immediate control. Furthermore, despite the difficulty 
of distinguishing between “policy” and “operational” functions, this 





«See above, ch. IV. 
5 See above, ch. II. 
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~apreen is favored by those who wish to rid the Department of State 
of what they conceive to be “operational” activities. 

There are, however, particularly strong considerations —— 
against this proposal. The director of an administering agency has 
a special interest, which is always in potential conflict with the co- 
ordinator’s role. Moreover, an administering director who does not 
have the status of a special assistant to the President, as did the Direc- 
tor for Mutual Security, is placed on the same, or a lower, level than 
the other departments and agencies that he must attempt to coordi- 
nate. What is more difficult, he lacks the powerful status of the Secre- 
taries of State and Defense whom he is supposed to influence. If this 
was true of the Director of the Foreign Operations Administration, it 
is even more true of the Director of the International Cooperation 
Administration. 

Negotiation among equals 
When the Economic Cooperation Administration was created, no 
ronan was made for any chief coordinator, short of the President 

imself, to gear the activities of the Economic Cooperation Adminis- 
tration and the Department of State together. The Administrator of 
the Economic Cooperation Administration was simply directed to 
“consult” with the Secretary of State on matters of foreign policy. 
This was an arrangement based fundamentally on negotiation between 
equals. 

Those who favor this approach point to the fact that it worked with 
demonstrable effectiveness. Its success is usually attributed to a num- 
ber of factors: the caliber of the men involved, the strong support 
given the new program, the clear and generally accepted mandate of 
the Economic Cooperation Administration, the absence of adequate 
staff and experience within the Department of State to cope with the 
task, and the temporary nature of the program. Today, as before, 
there are those who say that there is too much coordinating machinery 
and that, given good administrators, most of that machinery could be 
discarded. 

The opposite view is supported by the fact that the system of 
negotiation among equals did not survive for long, especially after 
a major military assistance program was erected beside the economic 
program. The administration by independent agencies of programs 
that must, by their very nature, be closely coordinated, inevitabl 

ives rise to conflicts that require well-organized attention at high 
evels. Hence the need for some kind of central coordination. What 
specific devices are utilized depends upon the arguments already 
cited with respect to the other alternatives. 


CHOICE OF INTERDEPARTMENTAL COMMITTEES 


Another instrumentality that has been called into play to help 
achieve coordination in the foreign assistance field is the interde- 
partmental committee. Again, as the earlier historical review indi- 
cates, the range of experience has been wide indeed. Committees 
have varied significantly in mandates, membership, level, and rela- 
tionships with regard to individual coordinators. At the present 
time, the principal channels for coordinating military and economic 
assistance are those associated with the National Security Council, 
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including the National Security Council Planning Board and the 
Operations Coordinating Board. Although these arrangements per- 
haps represent some progress, as compared with their predecessors, 
there are grounds for saying that there is still no adequate coordinat- 
~~ for considering the foreign assistance program as a whole. 
his experience gives rise to the present issue: What interdepart- 

mental committee structure and process would be most useful in 
helping to achieve coordination of military and economic assistance? 
There are four main alternatives to be considered: 

1. To adjust the National Security Council procedures to serve 
this purpose, 

2. To look to the National Security Council Planning Board to per- 
form this function, 

3. To adapt the Operations Coordinating Board for this purpose, 
or 

4. To create a new committee to deal solely with foreign as- 
sistance. 


National Security Council 


The National Security Council is more than the usual interde- 
artmental committee in that the President himself is both a mem- 
er and the chairman. It is a kind of special cabinet to deal with 

the broadest issues of national security, particularly those that re- 
quire coordination of the Departments of State and Defense. It 
should also be remembered that the National Security Council has 
no authority to make final decisions but is advisory to the President. 

At the present time, it is the National Security Council that sets 
the basic course of the foreign assistance program as part of the 
process of formulating national security directives, frequently in 
terms of specific countries or regions. The Council also engages in 
a broad review of foreign assistance when it examines annual prog- 
ress reports from various departments and agencies, including the 
Departments of State and Defense and the International Coopera- 
tion Administration. Papers concerning basic policy questions are 
normally prepared under the direction of the National Security 
Council Planning Board, which is composed of high-ranking policy 
planning officials in the same departments and agencies that are repre- 
sented on the Council. The bulk of the staff work is performed by 
departmental personnel supplemented by the small professional staff, 
numbering approximately 10, that is attached to the National Security 
Council. Once a directive has been approved by the President, the 
Operations Coordinating Board has the responsibility of bringing 
operating officials together to see how that directive may best be exe- 
cuted. 

One of the principal factors that bear upon the appropriateness of 
the National Security Council to coordinate foreign military and eco- 
nomic assistance is the problem of the degree of specificity to be incor- 
porated in National Security Council directives. Those who are most 
critical of the existing procedure claim that the present directives are 
not focused as sharply as they should be and, therefore, give the inter- 
ested departments and agencies excessive freedom to interpret the 
provisions to suit their respective interests. It can be argued that it 
does little good from an administrative standpoint for the National 
Security Council to cast its policy formulation in such general terms. 
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It is reported that the National Security Council often dilutes its 
policy recommendations so that all its members may agree to some- 
thing that can be presented to the President for approval. Such a 
practice can be interpreted as an evasion of responsibility and a mis- 
use of the coordinating process, with consequent damage to program 
and policy objectives. 

The National Security Council should aid the President in identify- 
ing and settling policy differences, not in obscuring such differences. 
The President, it might be said, should either issue more sharply 
defined policy guides before delegating the task of administrative 
coordination or should be prepared to deal directly with the numerous 
conflicts involved in the operational process if he continues to approve 
policies as general as those now customary. To issue general policy 
directives and to delegate responsibility for coordination is to encour- 
age friction in the coordination process, to limit unduly the possibility 
of delegating substantial authority to the field, and to jeopardize the 
ability of the assistance program to achieve its objectives in those 
countries where a combination of political and economic stability and 
strong defense forces is most vital to the security of the United States. 

A related basis for criticism of the National Security Council is the 
fact that its agenda is so crowded with crucial policy questions that it 
can devote relatively little attention to foreign assistance. Neither 
the members of the Council nor its staff have the time or the back- 
ground to devote to the program the kind of analysis that is sufficiently 
long-range, profound, and comprehensive. Furthermore, the Na- 
tional Security Council faces the same difficulty in striking a balance 
between military and nomilitary considerations that confronts every 
other coordinating arrangement in this field. The military have 
tended to have the advantage because their proposals for force objec- 
tives have been said to be based on truly professional, objective, and 
scientific analysis, because the Joint Chiefs of Staff have a secure 
statutory basis and usually maintain a strongly unified position, and 
because the military viewpoint seems to be less vulnerable to criticism 
by the Congress and the general public. 

On the other hand, in defense of the present procedures of the Na- 
tional Security Council, it can be said that the Council has the vital 
responsibility of advising the President on all matters affecting the 
national security, that it is already overburdened, and that this 
situation would be aggravated if it attempted to formulate for- 
eign assistance policies in more detail. It must also be remembered 
that the National Security Council was never intended to become in- 
volved in the details of administration but rather to establish funda- 
mental guidelines for such administration. Other channels, such as 
the Operations Coordinating Board, have been created for the express 
purpose of translating National Security Council directives into more 
specific programs for action. If, moreover, the National Security 

ouncil were to attempt to build up its own staff to engage in detailed 
policy planning, it would undoubtedly encounter resistance on the part 
of departments and agencies that might feel that their own staffs were 
being duplicated or superseded. 

It should be noted, however, that “generalism” and “dilution” are 
by no means synonymous. Although policies may be stated generally, 
there is no need for them to be diluted by an attempt to accommodate 
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basically divergent views within the same policy statement. If a 
general ‘policy statement is clear and if the delegation of responsibility 
or the implementation of programs to carry out that: policy is clear, 

friction and confusion in the administration of the ait cae can 

be avoided or at least reduced. 

As for the problem of weighing military against nonmilitary views, 
the performance of the National Security Council indicates that it 
has made important advances in this field. Although much remains 
to be done along these lines, the matter cannot be dealt with, as ex- 
preines earlier, ‘simply through changes in the structure and proce- 

ures of the National Security Council. 


National Security Council Planning Board 


The second alternative is the possibility of placing chief reliance 
on the National Security Council Planning Board, under the general 
direction of the National Security Council, as the principal inter- 
departmental forum for coordinating foreign military and economic 
assistance. The Planning Board is already ‘Involved in these matters, 
but there is the possibility that it might be made to operate more effec- 
tively than at present. The board is composed of policy-planning 
officials, at approximately the assistant secretary level, drawn from 
the departments and agencies that are represented on the National 
Security Council. The principal function of the board is to direct 
the preparation of policy papers for the National Security Council. 

The arguments concerning this alternative are closely akin to those 
just cited 1 regarding the National Security Council, and ‘this discussion 
will concentrate primarily on the unique characteristics of the board 
in contrast with other units, particularly the parent council. One 
peculiar advantage of the board is that it is composed of very able 
chief planners who are capable of dealing competently and authorita- 
tively with the most complex and comprehensive problems of foreign 
policy. Furthermore, they are in a strategic position to harness ‘to 
their studies the best staff resources available in their respective depart- 
ments and agencies. 

On the other hand, not every member of the board is the key planning 
official of his department or agency with regard to foreign ‘assistance. 
Moreover, the board is not solely, or even primarily, concerned, with 
foreign assistance. It is also subject to most of the same criticisms 
that have been voiced against the National Security Council with 
regard to the volume and character of its burdens, the difficulty of 
achieving specificity in its papers, and the problems involved in coor- 
dinating military and nonmilitary planning. 


Operations Coordinating Board 

A third alternative would be to look to the Operations Coordinat- 
ing Board as the chief center for coordinating military and economic 
assistance. As described ear lier, the Operations Coordinating Board 
has essentially the same representation as the Nationa] Security Coun- 
cil, but at the under secretary rather than the secretary level. More- 
over, its chairman has been the Under Secretary of State instead of a 
representative of the President. Below the Operations Coordinating 
Board there is a group known as the board assistants as well as a large 
number of working groups organized on an area and functional basis, 
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The principal function of the Operations Coordinating Board is to 
facilitate coordinated action in the execution of approved National 
Security Council policies. The discussions of the Operations Coordi- 
nating Board are focused largely on outline plans of operations and 
progress reports, brought up to date every 6 months, as well as weekly 
status reports and special papers. 

Among the advantages that can be cited in support of this alterna- 
tive is the fact that the Operations Coordinating Board is compelled 
by its mandate to concern itself with translating broad objectives into 
administrative programs that are more sharply defined than are those 
dealt with by the National Security Council or its Planning Board. 
Furthermore, those who comprise the Operations Coordinating Board 
and its subgroups are departmental and agency officials who are most 
strategically located to direct the course of foreign assistance opera- 
tions. Finally, those who believe that the Secretary of State should 
be the chief individual coordinator favor the arrangement whereby 
the Under Secretary of State has been the Chairman of the Opera- 
tions Coordinating Board. 

It should be remembered, on the other hand, that the Operations 
Coordinating Board cannot be expected to resolve interdepartmental 
conflicts over the more fundamental policy questions that are dealt 
with by the National Security Council Planning Board and the 
National Security Council unless the mandate of the Operations Co- 
ordinating Board is to be altered, and then there would be a danger of 
increased overlapping with the Planning Board. Even within the 
limits of the present jurisdiction of the Operations Coordinating 
Board, however, there is some criticism that it has not developed suffi- 
ciently rigorous standards or methods to have a really significant im- 

act on the departments and agencies whose operations it is attempt- 
ing to coordinate. It is also possible to apply here some of the same 
general criticisms that were leveled against the National Security 
Council and the Planning Board. 


A new committee 


A fourth alternative is the creation of a new committee that would 
be devoted exclusively to the coordination of foreign military and 
economic assistance. It would be composed of high-ranking repre- 
sentatives of the departments and agencies most directly concerned, 
primarily the Departments of State and Defense and the agency 
chiefly responsible for administering foreign economic assistance. 
Presumably, whatever official is designated chief coordinator would 
contro] the chairmanship, and the committee would be advisory to him. 
The committee would subject to the general National Security 
Council directives approved by the President and could be established 
in a position either parallel, or subordinate, to the National Security 
Council Planning Board but would not displace it. 

There are several precedents for this suggestion. One is the For- 
eign Military Assistance Coordinating Committee, discussed in chap- 
ter IT of this study, which was composed of representatives of the 
Departments of State and Defense and the Economic Cooperation 
Administration, with the member from the Department of State hold- 
ing thechairmanship. Another precedent is the International Security 
Affairs Committee, which included the same representation, plus a 
member from the Department of the Treasury, and the chairmanship 
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was again controlled by the Department of State. This unit was later 
superseded by the Mutual Assistance Advisory Committee, containing 
the same representation as the intuiaaihioe’: Security Affairs Com- 
mittee and chaired by the Director for Mutual Security at the level of 
the Executive Office of the President. 

At the present time, there is a similar arrangement, on a very limited 
and informal basis, whereby officials at the Assistant Secretary level, 
who are concerned exclusively with foreign assistance within the De- 
partments of State and Defense and the International Cooperation 
Administration, meet with a representative of the Bureau of the Bud- 
get to agree on the budget presentation of the foreign-assistance pro- 
gram. This group reviews major policy questions, such as those re- 
lating to force objectives, that arise in the preliminary consideration 
of budget estimates by interagency working parties organized on a 
regional basis. This review via the budget process is worthwhile, but 
it does not delve very deeply into questions uf fundamental policy on 
which the budgets are based and is not recognized as a continuing 
policy-formulating process. 

A new interagency committee, devoted exclusively to foreign assist- 
ance, might provide a mechanism for resolving basic policy differences 
and for evaluating prevailing policies more exhaustively than at 

resent. The committee would be composed of individuals who would 
be well placed to perform this function effectively and would be di- 
rectly advisory to the chief coordinator. 

A principal argument against this proposal is that several coordi- 
nating committees already deal with parts of the problem. Another 
consideration is that a new committee might find it necessary to create 
subcommittees that would be likely to duplicate, at least in part, the 
membership of the Operations Coordinating Board committees. 
Others feel that such a committee would have too narrow a focus and 
hence would not integrate foreign-assistance planning sufficiently 
with other aspects of foreign political, economic, and military policy. 


COORDINATION OF FOREIGN ASSISTANCE WITH OTHER ASPECTS OF FOREIGN 
ECONOMIC POLICY 


It is clear that the objectives and methods of foreign assistance are 
closely related to other facets of foreign economic affairs such as for- 
eign trade, transportation, foreign investment, monetary policy, and 
overseas agricultural surplus disposal. Buta wide dledetend ed respon- 
sibilities among a number of separate departments and agencies, most 
of which have strongly competing domestic interests, has made the 
coordination problem in this field particularly acute. At the highest 
level, these difficulties are reflected in a proliferation of interdepart- 
mental committees, all of which overlap and compete with each other 
to some degree. 

This problem is intimately related to the two previous issues. Some 
of the agencies, officials, and committees that were discussed above are 
also involved in this issue, but the focus is different. The center of 
interest above was the examination of arrangements for coordinating 
various aspects of the foreign-assistance program. The objective here 
is to consider the coordination of foreign assistance with other forms 
of foreign economic policy. It is neither desirable nor feasible to at- 
tempt to explore in this report the appropriateness of existing coor- 
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dinating arrangements to deal with the substantive aspects of foreign 
economic matters other than foreign assistance. 

The issue is, What interdepartmental arrangements should be uti- 
lized to assist in achieving coordination between foreign assistance 
and other foreign economic activities? The alternatives to be con- 
sidered are: 

1. To continue the existing arrangements for coordination ; 

2. To place primary reliance upon the National Advisory Council 
on International Monetary and Financial Problems as the principal 
interdepartmental forum for this purpose ; 

3. To place primary reliance upon the Council on Foreign Economic 
Policy under the chairmanship, as at present, of a special assistant to 
the President; or 

4. To place the National Advisory Council and the Council on For- 
eign Economic Policy, or a single committee combining these two, 
under the chairmanship of the Secretary of State or his representative. 


Preservation of existing arrangement 

The present pattern of Cabinet-level coordination is one of responsi- 
bility shared primarily by two main committees, the National Advis- 
ory Council on International Monetary and Financial Problems and 
the Council on Foreign Economic Policy, on a basis of virtual equality. 
The National Advisory Council on International Monetary and Fi- 
nancial Problems deals chiefly with international lending and mone- 
tary policy, while the Council on Foreign Economic Policy concen- 
trates largely on commercial policy. There is also the Inter-Agency 
Committee on Agricultural Surplus Disposal, commonly known as 
the Francis committee, which is less active than the other two and 
tends to be overshadowed by the Council on Foreign Economic Pol- 
icy. A subgroup of that committee, the Inter-Agency Staff Com- 
mittee, is the center of most high-level coordination regarding agri- 
cultural surplus disposal. Moreover, the National Advisory Council 
on International Monetary and Financial Problems and the Council on 
Foreign Economic Policy ave subject to the approved policies pre- 
pared by the National Security Council and have submitted some ques- 
tions, which seemed closely related to strategic matters, for clearance 
through National Security Council channels. It should also be kept 
in mind that, below the Cabinet level, there are approximately 56 
other committees and subcommittees concerned with various special- 
ized aspects of foreign economic policy. 

The chief defense of the present pattern is that it represents the 
accumulation of experience and gives recognition to some of the 
strongest departmental interests that have emerged in the foreign 
economic field. The existing committees represent certain clusters of 
departments and agencies that are concerned with specialized aspects 
of foreign economic policy and that have adjusted to this particular 
organizational framework as a means of performing their peculiar 
functions. 

The emphasis on dispersal, equality, and voluntary cooperation 
among these committees reflects the desire of departments, such as the 
Departments of the. Treasury and Agriculture, to play a dominant 
role in coordinating those matters for which they have been assigned 
major responsibilities. The concern of the Department of the Treas- 
ury that the chairmanship of the National Advisory Council on Inter- 
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national Monetary and Financial Problems should be held by the 
Secretary of the Treasury is an example of this attitude, which is 
shared by many, if not all, departments and agencies. Furthermore, 
the interlocking membership of the existing committees facilitates 
coordination among them. A final defense of the present arrange+ 
ment is the argument that it exists and that it should not be altered 
unless there appears to be a very strong reason to justify the inevitable 
disturbance that would be precipitated by any fundamental change. 

One of the disadvantages of the existing pattern is that the dispersal 
of responsibility probably requires more coordination at a still higher 
level than would be likely if there were some amalgamation of these 
committees. Although many of the officials attached to the existing 
committees claim that the need for such coordination is not a serious 
problem, it is apparent that the committees represent different foci of 
interests and that those who are dominant within one committee are 
likely to be opposed by those who are dominant in another. The 
struggle between the Departments of State and the Treasury over 
the chairmanship of the National Advisory Council on International 
Monetary and Financial Problems is one manisfestation of a conflict 
that persists to this day. 

Another criticism of the current arrangement is that the Council 
on Foreign Economic Policy has not concerned itself with as broad 
a range of problems as its name would seem to call for and has not 
exercised as bold or as active initiative as it might. The Council on 
Foreign Economic Policy has seemed to be guided by the doctrine 
that it is not within its mandate or staff resources to try to lead the 
way and that its major function is to serve as a court of appeals. 
Finally, there is the position that both the National Advisory Council 
on International Monetary and Financial Problems and the Council 
on Foreign Economic Policy are not sufficiently in tune with the broad 
objectives of United States foreign policy and that it would be advis- 
able to place them more directly under the control of the Department of 
State. The merits of this thesis will be discussed in connection with 
the fourth alternative under this issue. 


Reliance upon the National Advisory Council on International Mone- 
tary and Financial Problems 

The National Advisory Council on International Monetary and 
Financial Problems was established by the Congress in order to coordi- 
nate the policies and operations of the representatives of the United 
States on the International Monetary Fund and the International 
Bank, and of all agencies that participate in making foreign loans 
or which engage in “foreign financial, exchange, or monetary trans- 
actions.” Thus, the National Advisory Council on International 
Monetary and Financial Problems was given powers considerably 
broader than merely those of bringing together governmental views 
for the guidance of the United States representatives on the fund 
and the bank. Other subjects reviewed have included the foreign- 
loan program, the British loan agreement, Export-Import Bank 
credits, and German financial problems. Also, the Foreign Assistance 
Act of 1948 directed the Economic Cooperation Administration to act 
in consultation with the National Advisory Council on International 
Monetary and Financial Problems with respect to the nature and 
terms of foreign assistance activities. 
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In addition to the already broad interests and responsibilities of 
the National Advisory Council on International Monetary and Finan- 
cial Problems, a further argument in favor of expanding its authority 
is that its operation is generally considered to be efficient. From the 
beginning, it has had top-level representation from the constituent 
agencies. The specialized basis on which it has been developed, how- 
ever, has created opposition to expanding it to carry out general 
economic coordinating responsibilities. It is contended that the 
changes in membership and outlook required to adapt the National 
Advisory Council on International Monetary and Financial Problems 
to a more general role in economic affairs would require its complete 
reconstitution. Furthermore, there is resistance in some quarters to 

iving the Department of the Treasury any additional influence in 
the field of foreign economic policy. 


Reliance upon the Council on Foreign Economie Policy 

The Council on Foreign Economic Policy appears, at least on the 
surface, to come the closest of any existing committee to being a gen- 
eral center for dealing with all aspects of foreign economic policy, 
including foreign assistance. In fact, the Presidential letter of July 10, 
1955, designating the present Chairman of the Council on Foreign 
Economic Policy, provided that he should— 


assure the effective coordination of foreign economic matters 
of concern to the several departments and agencies of the 
executive branch. 


On the other hand, the President added the qualifying words: 


I shall expect you to establish appropriate working relations 
with the National Security Council, the National Advisory 
Council on International Monetary and Financial Problems, 
and other relevant groups * * *.$ 


In practice, the Council on Foreign Economic Policy has confined 
itself chiefly to matters affecting international trade and commodity 
yseges and has acted more in a review than in an initiating capacity. 

t has scrupulously avoided dealing with matters assigned to other 
committees such as the National Advisory Council or the National 
Security Council and its subordinate boards. It has had little to do 
with sere assistance except to consider certain issues affecting the 
disposal of agricultural surplus commodities, 

or the purposes of this analysis, it is assumed that placing primary 
responsibility upon the Council on Foreign Economic Policy as the 
rincipal forum for assisting in the achievement of coordination of 
oreign assistance and other foreign economic activities would call 
for a significant expansion of its jurisdiction, perhaps to the extent 
of absorbing the National Advisory Council. This discussion does 
not consider whether the Council on Foreign Economic Policy should 
be brought into closer relationship with National Security Council 
channels. This relationship now appears to be relatively effective 
and is not at issue. 

The chief argument in favor of this proposal is that it would bring 
greater unity to a field that has long suffered from the effects of dis- 
persal. The United States Government would be encouraged to look 


*The White House, press release, July 10, 1956. 
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at foreign economic policy in its totality. There are also grounds 
for the view that coordination of these matters can best be directed by 
an official who stands above the departments and agencies to be co- 
ordinated. The present Chairman has that status as special assistant 
to the President. 

Ranged against this suggestion, there is the possibility that the 
establishment of a single coordinating committee might well arouse 
more tensions than it would resolve because it would disrupt estab- 
lished arrangements that have been reinforced by general acceptance 
and that reflect certain strong departmental drives, which cannot be 
ignored or suppressed. Such a committee, moreover, would have so 
broad a mandate that it would be difficult for its members and staif 
to include a wide enough range of experience and skills to deal with 
it adequately. It would also be a problem to find sufficient time to 
do justice to the many problems that would be submitted to the com- 
mittee. Furthermore, few special assistants to the President have 
achieved sufficient status and authority to compete with the heads of 
some departments, such as the Departments of State and the Treasury. 


Transfer of chairmanship to the Secretary of State 

A fourth alternative would be to place all of the structure for co- 
ordination of foreign assistance and other aspects of foreign economic 
policy more directly under the guidance of the Secretary of State. 
One approach would be to place both the National Advisory Council 
on International Monetary and Financial Problems and the Council 
on Foreign Economic Policy, or a single committee that would merge 
these two, under the chairmanship of the Secretary of State or his 
representative. The arguments would be essentially the same if the 
chairmanship of only the National Advisory Council on International 
Monetary and Financial Problems or the Council on Foreign Eco- 
nomic Policy were to be transferred to the Secretary of State. 

The chief precedent for this alternative is the Executive Committee 
on Economic Foreign Policy, which was established under the chair- 
manship of the Department of State in 1944. The Committee was a 
major forum for the development of the charter for the proposed Inter- 
national Trade Organization. Later it fell into disuse, largely because 
of the competition of other committees and departmental interests 
other than those of the Department of State. It was officially termi- 
nated in 1951. 

One of the principal considerations that favor this alternative is the 
fact that all foreign economic policy questions are related to general 
foreign policy and therefore involve the Secretary of State. The 
Secretary is charged with the broadest range of responsibilities in the 
international field and plays a role in most deliberations regarding 
foreign economic policy. Traditionally he has been thought to possess 
preeminent stature among all of the Cabinet officers. Finally, there 
are those who support this alternative because they want foreign 
economic policy to be less subject to the influence of domestic pres- 
sures, and they believe that the adoption of this proposal would have 
this effect. 

On the other side, those who favor the domestic interests involved 
generally oppose this alternative. Moreover, it is pointed out that the 
personnel resources of the Department of State i not equal, in ex- 
perience or skill regarding certain specialized fields, those of other 
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departments and agencies. There is also the difficulty that the Sec- 
retary of State has had in attempting to coordinate other departments, 
which is cited as a reason for placing the leadership responsibility in 
the hands of an official who stands above the Cabinet level, such as a 
special assistant to the President. Finally, this alternative is criti- 
cized on various other grounds that were cited above in defense of 
the first three alternatives. 


COORDINATION IN THE FIELD 


The detailed problems connected with organization at the field level 
for the administration of foreign assistance lie beyond the scope of this 
study. Nonetheless, it is relevant to discuss some aspects of the co- 
ordination process in the field because they are related to coordination 
at headquarters. 

First, however, it may be useful to examine briefly the division of 
responsibility between Washington and the field. The relationships 
between home offices and field offices of agencies occupied with foreign 
assistance affect the coordination of the assistance programs at both 
levels, The suggestion recurs that the solution to problems of general 
coordination is to be found in better coordination of planning and 
execution in the field. This involves the persistent question of the 
extent to which action and policy authority is, or should be, delegated 
to the field. 

Experience suggests that planning and programing can be more 
easily brought into harmony in Washington if there is effective inte- 
gration within the overseas missions. The prospect of harmony in the 
field has been reinforced by the experience of many parvcipants in 
overseas programs who have gone from the vast complexity of Wash- 
ington to the comparative simplicity of the field, where the need and 
possibility of coordination have seemed greater. The plausibility of 
the country-team concept and the skill of many ambassadors in creat- 
ing such cooperation suggest that. much can be done along these lines. 

Tf, however, the parent agencies are not in agreement, and know 
they are not, there is little the field can do to resolve the conflicts. 
Field officers can live with conflict for a time, by carrying out those 
parts of their duties that are feasible and are not blocked by Wash- 
ington directives. Nevertheless, their maneuverability is severely 
circumscribed by lack of consensus at headquarters. This, in turn, 
makes it difficult to negotiate effectively with other governments. 

If there is to be fully coordinated ylanning in the field, moreover, 
there should be roughly equivalent « evolution of authority and re- 
sponsibility to the field ‘by the several home departments. Otherwise 
the various field staffs are not in comparable positions to negotiate 
among themselves or with foreign governments. 

There is a widespread view today that the problems that are re- 
ferred to the home offices for resolution are too petty and detailed. 
Once raised in Washington, they are processed through the massive 
and often cumbersome machinery that militates against quick answers. 
The coordinating process becomes clogged with detail, while the field 
waits for a reply. The chief reasons that are usually ‘cited to justify 
relatively strict control of country-level operations are that field offi- 
cials are not sufficiently aware of all of the policy considerations that 
must be taken into account and that they are frequently not of suffi- 
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ciently high caliber to be entrusted with greater discretionary 
authority. 

The opposing position is to delegate more authority to the field and 
to. see to it that only the most critical questions are referred to head- 
quarters for resolution. Only such problems, it is argued, merit the 
attention of high-ranking officers of the departments affected. Such 
a procedure would concentrate coordination efforts on major policy 
matters, free participant agencies from the burden of small matters 
and delegate greater initiative to field staffs in intimate touch with 
the operational end-problems of the assistance program. 

Before a larger balance of authority and freedom of action can be 
given to the field, however, there should be assurance that the country- 
level organization and staffing are sound. All of these conditions de- 
pend in large part on the position of the Ambassador with respect to 
the various technical missions operating in the country to which he 
is accredited. This fact underlies the issue to be considered here: 
What should be the relationship between chiefs of diplomatic missions 
and the personnel engaged in foreign assistance activities in the field ?, 
Three courses of action merit exploration : 

1. To increase the powers of the Ambassador with respect to the 
chiefs of the major foreign assistance missions in his area ; 

2. 'To leave matters as they are; or 

3. To increase the autonomy of the chiefs of such missions. 


Increased authority for the Ambassador 


In the earlier years of United States foreign-assistance programs, 
there were numerous examples of the lack of coordination in the field. 
Especially in the days of the Economic Cooperation Administration, 
various chiefs of economic assistance missions exercised unusual auton- 
omy by virtue of their personal stature, the funds at their disposal, and 
the temporary and special character of the program. This situation re- 
flected, in part, certain coordination difficulties in Washington. These 
problems have been only partially ameliorated during the periods 
of the Mutual Security Agency, the Foreign Operations Administra- 
tion, and the International Cooperation Administration, Even today, 
it is reported that some technical mission chiefs enjoy a large degree 
of independence, buttressed, in some cases, by special relationships 
within the host country. 

The chief argument against increasing the ambassador’s powers 
today, especially his formal ones, is that he already has ample au- 
thority. Strong pressure has been brought to bear in support of the 
position of the Ambassador, and the administrative doctrine that con- 
trols his role and powers has been firmly stated.’ Only the President 
or the Secretary of State may transmit instructions to the Ambassador, 
and all important policy communications are reviewed by him, al- 
though the foreign assistance field staffs of Washington agencies 
communicate directly with their Washington headquarters on most 
of their business. To give the Ambassador greater power over such 
communications would not be consistent with a location of important 
aid functions outside the Department of State in Washington, because 
such agencies could not control their own field missions. As it is, the 
Ambassador has wide authority and even wider informal power to 


' Executive Order No. 10575, November 6, 1954, 19 F. R. 7249. 
87679—57 9 
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influence both the personnel and the activities of missions in his coun- 
try, although his power to coordinate is not equivalent to the power of 
command. 

The current instructions covering this matter are not. as tight as 
they woignt be, but they have been supplemented by Presidential 
letter. ent evidence suggests that the position of the Ambassador 
is respected by technical mission chiefs, and the instructions are work- 
ing satisfactorily in the opinion of a majority of the Ambassadors 
themselves. As regional organizations have been deemphasized, the 
powers and role of the Ambassador have been clarified and freed of 
considerable complication. Accordingly, there is some basis for be- 
es that there is no need to reinforce them. 

A further argument against increasing the power of ambassadors 
over technical missions is that few ambassadors really understand the 
foreign-assistance program or are deeply interested in it. Moreover, 
there is so much turnover among ambassadors that even those favor- 
ably disposed often need more time to become familiar with the 
program and its requirements. Tight control by the ambassador 
mig! t, in some cases, actually hamper assistance operations. 

variant of the general proposal to increase the powers of the 
ambassador vis-a-vis technical mission personnel in the field is the 
proposal to extend further the practice of combining the offices of the 
economic counselor and the chief of the economic assistance staff of 
the United States Operations Mission (or the deputy economic coun- 
selor and the deputy chief of the mission). The effects are, of course, 
intensified if the further step is taken of integrating major parts of 
the economic staffs of the embassy and of the operations mission into 
an economic analysis and program staff. The possibilities of coordi- 
nating embassy and International Cooperation Administration func- 
tions would probably be enhanced by a move in this direction, but 
whether they would be realized would depend a good deal on the 
personal capacities of the ambassador. In countries where Interna- 
tional Cooperation Administration missions and functions are large, 
a great deal of work is executive in nature, and may not call for the 
same degree of professional economic competence that is required 
for commercial policy, economic reporting, and trade promotion 
work. The person equipped to deal both with a full range of Inter- 
national Cooperation Administration problems and with economic 
reporting and analysis problems is rare, and candidates must be 
acceptable to both the Depestnent of State and the International 
Cooperation Administration. The posts in which there are genuine 
possibilities for effective integration of leadership and of economic 
staffs are relatively limited. And there is danger that either the 
International Cooperation Administration functions or the embassy 
functions may suffer as a result of the merger. 

In any case, the combined organization in the field must respond 
to two different sets of instructions from Washington stemming from 
the Department of State and the International Cooperation Adminis- 
tration. Attempts at integration at the deputy level also run into 
difficulties in those posts where the International Cooperation Ad- 
ministration functions are so demanding that a part-time deputy of 
the operations mission will not suffice. The absence of formal inte- 
gration of leadership and of staffs, however, does not preclude a high 
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degree of informal coordination. The major success with integration 
of this nature took place in Europe after 1951, where assistance pro- 
grams and personnel were reduced and the remaining staffs tended 
to coalesce. 


Retention of present powers of the ambassador 


The ambassador’s position as senior United States representative 
now appears to be understood and accepted by both United States 
agencies and host governments. No longer can aid mission personnel 
exercise such wide negotiating power without ambassadorial knowl- 
edge or supervision, and host countries have fewer opportunities to 
play United States agencies off against each other. ‘ 

Experience suggests that to leave the degree of ambassadorial con- 
trol to the judgment of each ambassador, working within his formal 
authority and the instructions of the President and the Secretary of 
State, helps to insure that the kind of control he will exercise will be 
congenial to his tastes and capacities and will be disciplined by his 
sense of what he must do to carry out his function of governmentwide 
representation. Additional powers granted to an ambassador unable 
or unwilling to use them could be a dead letter or might even be a 
positive hindrance if exercised. 


Increased autonomy for chiefs of assistance missions 


Another point of view cites the advantages of giving to the heads of 
assistance missions more power than they now enjoy. One argument 
favoring this alternative is that it might help in the recruitment and 
retention of more top-flight persons as heads of such missions than is 
now the case. Part of the attractiveness of such a position lies in wide 
freedom to do a significant job, strengthening institutions and leaders 
in collaboration with the host country. Ambassadorial supervision 
or interference, exercised in the name of coordination but without 
adequate technical information, might well be worse than no supervi- 
sion at all. Some postwar experience suggests that assistance missions 
can discharge important and sensitive tasks with a minimum of am- 
bassadorial control. The technical cooperation, military aid, and 
information missions have had considerable autonomy in the past. 

The validity of the autonomous mission technique depends in good 
part on the nature of the organization and control in Washington 
itself. If primary responsibility for various segments of the overseas 
assistance program is located in a variety of agencies, each with its 
clear and independent responsibility, each agency tends to claim that 
it should be represented in the field by its own independent arm, 
Separate missions lend themselves to the particular personnel and 
budgetary procedures followed in Washington agencies, and they 
easily accommodate the differences in devolution of authority thought 
proper by each agency in balancing foreign and domestic activities. 
A more extreme argument for independence is that individual mis- 
sions can take distinctive positions, justified in their particular fields 
but unpopular in others, and thus avoid involving the United States 
Government as a whole or its general representative. 

It can be argued, however, that the foregoing advantages of dis- 
persal are more illusory than real. No United States agency can take 
an unpopular position without embarrassing the embassy or the 
United States Government as a whole. Divergent approaches by 
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separate United States missions may cause confusion that offsets the 
alleged gains in flexibility. Independent missions may cause frictions 
and inefliciencies in operations, as demonstrated by the overlapping 
activities of the Economic Cooperation Administration and Depart- 
ment of State in economic negotiation and reporting. It is difficult to 
make the most effective use of a variety of independent personnel. 
Finally, conditions of crisis and stress in countries abroad impose a 
large element of cohesiveness among all missions in a country, tending 
to bring them not only within the coordinating, but also within the 
command, structure of the country mission. Separateness in Wash- 


ington does not mean that each field mission should be equally separate. 


in the field. 


f 


CHAPTER VII 
THE PROBLEM IN PERSPECTIVE 


This report has been concerned with the problem of what procedures 
and organization would be most suitable for the administration of 
future programs of foreign assistance: technical, economic, and 
military. 

The concluding analysis draws attention to the major issues that 
confront the Congress in providing the basis for an effective program 
of foreign assistance. They are questions that the Congress cannot 
avoid if it is to encourage sound administration of this effort. No 
attempt is made in this report to recommend the specific course that 
the Congress should follow. To offer such guidance would require 
a consideration of the findings and conclusions of other studies cur- 
rently in progress and not yet available for study. To be wholly 
relevant, such recommendations would also involve the anticipation 
of congressional preferences regarding the objectives, scope, and dura- 
tion of future assistance programs. Furthermore, to formulate such 
recommendations might require additional research. 

The principal administrative issues, as disclosed by the previous 
analysis of past experience, center around four main issues: (1) the 
degree of administrative discretion to be authorized; (2) the’allocation 
of responsibilities among executive agencies; (3) ’the utilization of 
multilateral agencies; and (4) the sootaiuation among executive agen- 
cies. Within these broad areas are a number of subordinate issues, 
the resolution of which will directly affect the future administration 
of any assistance program enacted. While devoting special attention 
to these principal issues, some of the important lessons of the past 
are cited as background and for guidance in the consideration of 
these problems. 


ADMINISTRATIVE DISCRETION AND LEGISLATIVE CONTROL 


An issue of fundamental significance is: Should the foreign assist- 
ance agencies be given greater freedom from detailed legislative in- 
structions and limitations concerning their programs and use of 
funds? This issue embraces the essence of several closely related issues 
that were examined earlier. The basic question is whether congres- 
sional policies will afford sufficient flexibility, continuity, and con- 
sistency of program to furnish a sound basis for future administrative 
arrangements, 


Effects of limitations 
The previous analysis has revealed some of the adverse effects of 


past congressional directives intended to restrict the duration of the 
program and to promote objectives different from, or only incidental 





1 See above, ch. III. 
113 








114 FOREIGN ASSISTANCE PROGRAMS 


to, the main purposes of foreign assistance. The legislation presently 
in effect is a visible expression of the extent to which objectives once 
relatively clear have been obscured by the incorporation of secondary 
and divergent objectives. This has been facilitated by a lack of 
consensus concerning the scope and purposes of the program. 

The persistent uncertainty about the duration of the program has 
hindered both paling and programing. The results of authorizing 
appropriations mainly on a 1-year basis have been compounded by 
obvious evidences of widely held intentions not to authorize funds 
again for some or all portions of the program. Furthermore, most 
of the amount annually appropriated must be obligated during ap- 
proximately 7 or 8 months in the middle of the fiscal year, regardless 
of the willingness or ability of the other governments concerned to 
come saheiipthe to terms on a basis satisfactory to the United States. 
Limited periods of availability of funds and short-run financing have 
generally created serious administrative difficulties, 

The Patty by which an illustrative program is presented in sub- 
stantial detail on a country-by-country basis, followed by lump-sum 
appropriations for broad categories of assistance and large areas of 
the world, is, in some ways, a wise adaptation to the nature and re- 
quirements of the existing program. Even these illustrative program 
presentations, however, have a substantial limiting effect on freedom 
of negotiation in the pursuit of the objectives laid down by law. And 
the broad categories of the appropriations have become so cross-cut 
by limitations and specific instructions that the cost and complexity 
of administration are considerably increased, while maneuverability 
is reduced. The existing ceiling upon administrative expenditures is 
especially unwise if a more careful job of programing is to be achieved. 


Policy foundations for administration 

If there is any lesson suggested by past experience that is relevant 
to these questions, it is that the basic aims and methods of the program 
should be as sharply delineated and as internally consistent as possible. 
Subsidiary objectives that are written into the legislation should be 
carefully reviewed to make certain that they are essential to the na- 
tional interest and do not so conflict with the main purpose that they 
threaten seriously to impede its fulfillment. And, if the program is 
to be continued in any form, its authorization and financing should 
be placed on a more long-term basis than at present in order to provide 
a reasonable opportunity for effective administration. 

Any program that attempts to advance United States objectives on 
a basis of mutuality in widely variant country situations should be 
characterized by great flexibility of approach. The necessary flexi- 
bility can easily be destroyed when too many political, economic, and 
procedural Saat are attached to foreign-assistance authorizations. 

Greater flexibility will also enable the administrative mechanism to 
adjust to changing national and international conditions. The pres- 
ent situation is no longer what it was in 1948, when the Economic Co- 
operation Administration was being devised, or even what it was 5 
years ago, after the outbreak of the Korean conflict, when the Eco- 
nomic Cooperation Administration gave way to the Mutual Security 
Agency. All present indications point to an extremely fluid and 
changing international situation for some years to come, one that will 
continue to make extremely grave demands on the resources of the 
United States. 
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One proposal that has sometimes been suggested as a means of giving 
the principal economic assistance agency greater freedom from tradi- 
tional legislative and executive controls is to transform the agency into 
a Government corporation. The weight of qualified opinion, however, 
leans heavily to the view that there is little or nothing that can be 
done through the device of such a corporation that cannot be done 
with equal facility through the normal type of Government agency, 
provided the Congress and the President are prepared to grant the 
necessary authority. 


ALLOCATION OF RESPONSIBILITIES AMONG EXECUTIVE AGENCIES 


The most conspicuous administrative issues in the foreign-assistance 
field are those relating to the structure and assignment of responsi- 
bilities within the executive branch. These issues have arisen from 
the ema of the program itself and can be expected to be signifi- 
cant as long as the program is a compound of technical, economic, and 
military assistance, with important segments of each. 


Authority over military assistance 


One of these issues centers around the question: What authority 
and responsibility for the military assistance program should 
vested outside the Department of Defense? At present, the Director 
of the International Cooperation Administration, by delegation from 
the President through the Secretary of State, exercises authority to 
approve military assistance programs on a country-by-country basis. 
His approval must also be given before the funds appropriated for 
such assistance may be made available to the Department of Defense. 

This authority can be examined, as indicated earlier, in terms of its 
relation to the mechanisms for coordinating military and economic 
assistance, its contribution to administrative efficiency in the pursuit 
of program objectives, and its appropriateness in view of the basic 
functions of the Departments of State and Defense? The evidence 
indicates that this authority and the procedures surrounding it have 
contributed substantially to effective coordination. Their effect on 
administrative efficiency is less clear. Protection of the program 
against narrowness and specialization associated with the particular 
interests of the military services has been achieved at the cost of con- 
siderable interdepartmental negotiation, leading to friction and delay. 

The question of appropriateness turns on the issue whether foreign 
military assistance should be governed within the framework of gen- 
eral foreign policy or within the narrower framework of defense 

olicy. The President's delegation of this approval authority to the 

ecretary of State was based on the assumption that foreign policy 
should take precedence in guiding defense policy when military assist- 
ance programs are to be carried out through other governments. This 
study has revealed no basis for reversing this assumption. 

Two proposals for changing the present relationships between the 
oa for military assistance, defense support, and develop- 
mental assistance were discussed above.* It is apparent that the con- 
siderations bearing on the choice between the present arrangement and 
either of the proposals for change are numerous, complex; and not 


2See above, ch. IV. 
® See above, ch. IV. 
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easily subject to appraisal. Much of the complexity arises from the 
intermediate position of the defense support funds, which are justified 
mainly on defense grounds but administered in close association with 
other forms of economic assistance. This reinforces the widely held 
view that there is a need to draw a sharper and more accurate boundary 
than now exists between the military and economic assistance pro- 
grams. This could be done, however, simply by means of clarification 
within the present single appropriation act. There is no clear pre- 
ponderance of evidence or argument that would support separating 
the appropriations for military and economic assistance. 


Status of economic assistance agency 


Another issue that continues to be of major significance is: What 
should be the relationship between the Department of State and the 

ency primarily responsible for administering the economic aspects 
of the assistance program, now the International Cooperation Admin- 
istration? The administration of economic assistance, unlike that of 
military assistance, has not thus far been clearly identified as an 
appropriate task for any established executive department. For 10 
years, the issues related to the existence and status of a foreign eco- 
nomic assistance agency separate from the Department of State have 
been under active debate, while various types of agencies—the Kco- 
nomic Cooperation Administration, Mutual Security Agency, Foreign 
Operations Administration, and International Cooperation Admin- 
istration—have been tested. The experience of history and the anal- 
ysis of this study provide some guidance for narrowing the range of 
alternatives that would merit further consideration but do not lead to 
a specific conclusion. 

At one extreme, a complete merger of present International Coop- 
eration Administration activities with the regular machinery and 
operations of the Department of State would probably disrupt 
certain segments of the Department while jeopardizing the assistance 
program. At the other extreme, to endow the assistance agency with 
great freedom from the foreign-policy direction of the Department 
of State is to invite a serious conflict of policies. The proposed 
Department of Foreign Affairs still has its advocates, but the earlier 
analysis suggests that the Department of Defense is not necessarily 
the best model for application in the foreign-affairs field. 

There must be a close working relationship between the administra- 
tors of foreign assistance and the officials concerned with the adminis- 
tration of foreign policy, both at home and abroad. But what should 
that relationship be? The practical range of choice extends from 
an independent agency subject to policy guidance by the Department 
of State, such as the Foreign Operations Administration, through 
the present arrangement of semiautonomy within the Department, 
to closer integration with the Department, perhaps by merging the 
position of the Director of the International Cooperation Adminis- 
tration with that of a new Under Seeretary for Economic Affairs, 
allowing the International Cooperation Administration organiza- 
tion to remain unified within the Department, Considerations of 
program scope, duration, and boldness of objectives—all of which 
are presently being reexamined—would affect the choice. 

Also relevant, and perhaps more likely to be decisive, are matters 
of theory and attitude regarding the status and functions of the 
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Department of State as an executive department. For some years, 
it has been argued repeatedly that the Department of State should 
be accorded a special status, unlike that of any other executive 
department; and that, as one aspect of this special status, it should 
be free as far as possible from “operating” responsibilities in order 
to permit it to function more effectively as a speliee agency. This 
whole complex of arguments was examined by the Brookings Institu- 
tion in a report prepared in 1951, and the report concluded that “the 
Department of State should continue to serve as the executive depart- 
ment with general foreign affairs responsibility. Like other executive 
departments, it should perform major policy and operating functions 
within its own major purpose field.” * 

The present tendency of the executive branch, however, has been 
to divorce the Department as far as possible from operations, and to 
develop it only as a policy agency. The transplanting of the Interna- 
tional Cooperation Administration functions into the Department 
was largely the result of congressional pressure and was accepted 
only with reluctance. Thus, many questions will remain difficult to 
settle until there is more agreement on the appropriate status and 
role of the Department of State. 

Integration of administration 

Still another major issue is, How should primary responsibility 
for the administration of technical and related economic assistance 
be allocated? Quite different views are held on this subject, although 
there is increasing agreement that primary responsibility for the 
administration of technical and related economic assistance should 
be centered in one integrated staff. 

The decision, made in 1953 and reaffirmed in 1955, that economic 
and technical assistance should be brought together in a single agency 
with undisputed control of country programs has been justified by 
experience. The foreign atoms-for-peace program of the Atomie 
Energy Commission has been a major exception to this arrangement. 
In this instance, it is clear that there is urgent need for decisive action 
to settle current jurisdictional conflicts. The settlement might well 
provide for the establishment of a relationship between the Interna- 
tional Cooperation Administration and the Atomic Energy Commis- 
sion similar to the present general pattern of relations between the 
International Cooperation Administration and other agencies pro- 
viding specialized technical services, as soon as it is ascertained that 
this can be done without impairment of domestic atomic energy 
programs. 

The prevailing tendency, since 1948, has been toward a greater in- 
tegration of foreign assistance activities. Military assistance has 
been brought more fully under the control of the Office of the Secre- 
tary of Defense. More and more, the other foreign assistance opera- 
tions have been gathered into a single agency in math the administra- 
tion of foreign assistance has been the primary function. Unity has 
been further aided by the practice of consolidated budgets, authoriza- 


tions, and appropriations. In examining any specific issue of allo- 


‘The Brookings Institution, The Administration of Foreign Affairs and Overseas 
Operations (June 1951), p. 289. (Prepared for the Bureau of the Budget and published 
by the Government Printing Office.) 
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cation of function, the presumption should be in favor of integration 
of functions until a strong case is made for dispersion. 

The weight of experience also confirms the wisdom of making — 
priations to the President and centering responsibility in him. - 

rams involving the basic responsibilities of the Departments of 
State and Defense and also affecting other departments and agencies 
are certain to pose many questions of high policy, not all of which 
could be anticipated in legislation even if it were desirable to attempt 
to do so. In view of the constitutional responsibilities of the Pres- 
ident for the conduct of foreign relations and as Commander-in-Chief, 
it is especially appropriate to let those questions go to the President. 
This can occur most readily when statutory authorities are vested 
directly in the President in the first instance and are fully subject 
to his delegation. This has been the general pattern of the foreign 
aid legislation, and one that it would te wise to continue as long as 
such programs are necessary. 


UTILIZATION OF MULTILATERAL CHANNELS 


Another significant issue that continues to confront the United 
States Government is, What should be the allocation of United States 
resources and effort between bilateral and multilateral channels of 
technical and economic assistance? In this study, the analysis of 
this issue has centered primarily around economic and related tech- 
nical assistance because there is no significant movement in the direc- 
tion of increased multilateral administration of military assistance. 

In the past, the American people have been more accustomed to the 
bilateral than the multilateral approach because it has been the tradi- 
tional pattern among all nations and because it was thought to be the 
simplest and surest form of administering foreign relations. But, 
as early as the First World War and especially during and since the 
Second World War, the United States has come to place greater 
emphasis on, and has often taken the lead in developing, the multi- 
lateral approach. This has come about not because of sheer altruism 
but because this approach offered concrete advantages in terms of 
the national interest. The principal advantages have been the greater 
receptivity on the part of recipient countries to multilateral activities 
because they are less dominated by the policies of any single country, 
and the greater possibility, through milltilateral agencies, of sharin 
the financial and personnel burdens associated with economic an 
technical assistance among a number of countries. 

A strong case can be made for maintaining and even increasing the 
present level of United States support for multilateral programs. An 
examination of the performance of existing international agencies 
indicates that they have operated reasonably well within their present 
limitations. The International Bank for Reconstruction and Develop- 
ment has been particularly effective in laying a firm foundation for 
the international financing of economic development and, in the proc- 
ess, has managed to win the confidence of commercial and banking 
communities throughout the world. 

The United States has discovered the value of these international 
operations by having participated directly in them during much of 
the past decade. Furthermore, it has cost relatively little to support 
the multilateral technical assistance efforts because the present finan- 
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cial requirements for that purpose are quite modest. Some estimates 
of requirements for potential multilateral economic assistance are in 
terms of larger amounts. 

This issue is not an easy one to resolve, however, partially because 
of the lack of clear political guidance regarding the substantive 
nature of future United States assistance efforts and also because of 
administrative difficulties reviewed earlier in this study.5 The opera- 
tions of the United Nations Expanded Programme of Technical 
Assistance are particularly subject to criticism because of the cen- 
trifugal tendencies of the cooperating agencies, the inadequate coordi- 
nating arrangements at the center, and the absence of effective pro- 
graming on a countrywide basis. Multilateral organizations, in gen- 
eral, have sometimes found it difficult to enforce rigorous standards 
because the recipient countries are partners in the enterprise and 
usually play a more decisive role than they would in bilateral opera- 
tions. Finally, because it might be difficult for other donor nations 
to match any significant increase in financial backing by the United 
States, there is the possibility that such an increase ania jeopardize 
the multilateral character of these international programs. 


COORDINATION AMONG EXECUTIVE AGENCIES 


The general subject of coordination is one on which it is extremely 
difficult to arrive at precise and broadly agreed conclusions. As indi- 
cated earlier, the concept of coordination itself is an elusive one, and 
the term is applied in a variety of ways in different contexts. 


Designation of principal coordinator 


One of the principal continuing problems revolves around the 
question, What official should be assigned primary responsibility for 
the central coordination of military and economic assistance? 
Although the President has not always designated an official for this 
purpose, experience suggests that the absence of an effective coordi- 
nator tends to invite the deterioration of policy and operations that 
can result from interagency conflict. 

Ultimate coordinating authority must rest with the President. 
Assisting him are staff officials and agencies that are intended to per- 
form coordinating functions under his direction and authority without 
special jurisdictional interests of their own. Finally, the heads of 
executive departments and agencies may be given coordinating respon- 
sibilities, particularly in fields in which they are assigned primary 
authority for taking action. It has proved difficult, however, to give 
such department and agency heads the authority to coordinate by 
issuing orders binding on other officials of similar status. Their role 
must normally be one of exercising leadership in achieving voluntary 
cooperation instead of exercising command authority. 

Although this study provides no conclusive answer to the question 
of what official should be vested with primary coordinating responsi- 
bility, it does suggest a certain range of feasible alternatives. In the 
light of experience, it is unlikely that coordination can be very effective 
if it is left entirely to voluntary negotiation among department and 
agency heads on a basis of equal status. It has also proved difficult 
for the Director of the International Cooperation Administration, 


5 See above, ch. V. 
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which is not a fully autonomous agency, to coordinate military and 
economic assistance. 

Traditionally, the Secretary of State has been generally recognized 
as the chief coordinator, below the President, of all foreign-policy 
matters. He has the notable advantages of preeminent authority and 
prestige in the field of general foreign affairs. But the rise of the 

epartment of Defense, as well as other departments and agencies, 
to positions of prominence in the foreign-policy field and the inclina- 
tion on the part of the present executive leadership to remove operat- 
ing responsibilities from the jurisdiction of the Secretary of State 
have provided strong arguments for assigning the chief coordinating 
role to a special assistant to the President. Such an assistant might be 
confined to the foreign assistance field alone or be given responsibility 
for the coordination of all foreign policy issues that rise to the Presi- 
dential level. At the same time, some adjustment might be required 
within the Executive Office of the President to avoid undue prolifera- 
tion of foreign-policy coordinating functions at that level. 


Interdepartmental Committees 


In addition to the question concerning a chief coordinator, there is 
another important issue: What interdepartmental committee struc- 
ture and process would be most useful in helping to achieve coordina- 
tion of military and economic assistance? The National Security 
Council and its subordinate boards comprise the highest inter- 
departmental apparatus for resolving national security issues. The 
approved directives prepared by the National Security Council pro- 
vide basic guidelines for the foreign assistance programs. Although 
there are shortcomings in the present structure and procedures of the 
National Security Council complex, it is scarcely proper or feasible 
to attempt in this report to explore with any thoroughness the general 
adequacy of these arrangements, which are not primarily concerned 
with foreign assistance activities. There is evidence, however, to 
support the view that there is a need for more effective interdepart- 
mental collaboration in the planning of both military and economic 
assistance policy. ‘This calls for more continuous, detailed, and pro- 
found interagency analysis than is presently available, possibly under 
the direction of a specialized subcommittee of the National Security 
Council Planning Board. 

The experience of the past has also demonstrated that interdepart- 
mental committees are most useful when they are restricted to the 
functions that they are equipped to perform most effectively. They 
are best suited to iecuasion and advice instead of the formulation of 
final decisions and should be limited to the consideration of matters of 
general policy rather than detailed questions of day-to-day operations. 
Their membership should not be encumbered with representation from 
departments and agencies that have only marginal interests in the 
subject matter. There should also be provision for the expeditious 
settlement at a higher level of significant disagreements on substantive 
and jurisdictional questions. 


Coordination of foreign economic policy 


Still another significant issue is, What interdepartmental arrange- 
ments should be utilized to assist in achieving coordination between 
foreign assistance and other foreign economic activities? Because 
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foreign assistance has, in the past, been handled largely within the 
orbit of the National Security Council, relatively little attention has 
been devoted to this problem. Although there is a Council on For- 
eign Economic Policy, it has dealt only marginally with foreign as- 
sistance. Meanwhile, several other major interdepartmental commit- 
tees with interests related to foreign assistance have continued to 
exist at approximately the same level as the Council on Foreign Eco- 
nomic Policy. 

The issues that come before these committees are far broader than 
foreign assistance, and it is not appropriate in a report of this scope 
to attempt observations on their general activities. The evidence 
gathered here, however, does suggest that there should be more ef- 
fective coordination of foreign assistance with other facets of foreign 
economic policy. At the same time, a shift in this direction might 
lead to a dangerous division of leadership unless there were con- 
comitantly some further consolidation of the coordination of foreign 
economic policy, under guidance of those who are primarily responsi- 
ble for the formulation of general foreign policy. 


Coordination in the field 


Finally, there is the issue, What should bo the relationship between 
chiefs of diplomatic missions and the personnel engaged in foreign 
assistance activities in the field? Although the theory and practice 
of the concept of the country team under the direction of the ambas- 
sador have tous strengthened, there is stili occasional friction be- 
tween chiefs of diplomatic missions and various assistance missions. 

The field directors of economic, military, and information activities 
have direct communication with their respective agencies in Wash- 
ington and take their main instructions from these agencies rather 
than from the Department of State. The ambassador can mediate, 
coordinate, and recommend, but in the final analysis, he cannot direct 
the specialized missions if they feel that his wishes run counter to their 
responsibilities to their respective agencies. Such conflicts must be 
referred to Washington for settlement. If there continue to be sepa- 
rate hierarchies in Washington for foreign political, economic, and 
military functions, something like the present situation is probably 
inevitable. Complete unity of command in the field would be possible 
only if there were complete unity in Washington among the agencies 
represented abroad. 

All of this analysis reemphasizes the fact that fundamental to the 
success of any future foreign assistance efforts is a more adequate and 
more widely supported definition of basic policy. Once that founda- 
tion has been established, it will be possible to begin to formulate firm 
conclusions regarding the major structural problems. The future, 
however, should be built on a careful appraisal of the past. Those 
who must make the decisions regarding these matters will not be 
starting anew but must operate within a framework of established 
institutions and practices that have a momentum of their own. More- 
over, the process by which these institutions have developed has pro- 
vided invaluable experience that can be a useful yardstick for what 
is to come. 
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(This outlne was prepared by the staff of the special committee 
to serve as a guide for the Brookings Institution in preparation of its 
report to cover subjects of interest to the committee.*) 


Tue ADMINISTRATIVE Aspects or Untrep States Foreran AssistTaNce 
ProGRAMS 


Chapter I. Summary: Scope and conclusions of the study. 


Chapter IT. Introduction. 
A. Historical review. 
B. Basic assumptions concerning future direction. 
1. National interests and objectives of the United States. 
2. Factors conditioning achievement of objectives. 
3. Estimate of foreign aid requirements of concern to the 
United States. 
4, Potential and probable United States response to those 
requirements. 


Chapter III. Major issues: General allocation and coordination of 
foreign aid functions. 


A. What should be the allocation of major responsibilities for 
the administration of foreign economic and military assistance 
among existing or proposed departments and agencies? This 
question will be examined in the light of certain basic assumptions 
concerning the broad objectives and methods of the foreign as- 
sistance program that will be discussed in the introduction. 
Among the proniens to be considered will be the relation between 
types of aid and organizational arrangements to administer that 
aid, 

B. Can the principal military and nonmilitary aspects of the 
assistance effort be geared together more effectively in order to 
produce a more fully developed and balanced approach to the 
problem? 'This question concerns the adequacy of the most com- 
prehensive and authoritative coordinating apparatus, including 
the National Security Council-Operations Coordinating Board, 
the Council on Foreign Economic Policy, the Francis Committee, 
and the Department of State as an interdepartmental coordinator 
as well as the feasibility of the proposal for a Department of 
Foreign Affairs. 

C. How may the administration of foreign aid programs at the 
field level be further clarified and integrated? The chief problems 


*The outline was modified in some respects as the study progressed on the basis of dis- 
cussions between the Institution and the committee staff. 
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to be considered in this connection are those concerned with the 
division of functions between headquarters and the field and the 
coordination of activities at the local level. 


Chapter IV. Major issues: Coordination of foreign-aid programs with 
other United States governmental activities. 


A. In view of the interaction between foreign-assistance oper- 
ations and various other external operations, including various 
economic and informational activities, how should these two areas 
be linked together? The analysis of this question would be con- 
cerned with such activities as the negotiation of trade agree- 
ments, economic reporting, the procurement and development of 
strategic materials, lending operations, export-import controls, 
exchange-of-persons efforts, and general informational programs. 

B. How can more adequate coordination be achieved between 
the foreign-assistance effort and related domestic governmental 
programs? This question is based upon the assumption that 
there must be the cuuiet relationship between these two areas if 
they are to reinforce each other with maximum effectiveness. 


Chapter V. Major issues: Improving the quality of operations within 
United States agencies. 


A. Do the peculiarly difficult tasks that have been assigned the 
major operating agencies in the foreign assistance field warrant 
exempting those agencies from certain traditional financial, per- 
sonnel, and other administrative restrictions? ‘This question 
would focus primarily on the thesis that agencies, such as the 
International Cooperation Administration, can pursue the ob- 
jectives of the assistance program with maximum effectiveness 
only if they are allowed greater flexibility in their operating 
methods than is usual in most governmental agencies. 

B. Are there sufficient resources devoted to the principal fune- 
tions of planning, operations, and evaluation within and among 
the principal agencies involved in the foreign assistance effort, 
and is there a proper balance among those functions in view of 
the magnitude and significance of the program that they are 
intended to serve? ‘The purpose of this question is to determine 
whether the administrative underpinnings of the program are 
sufficient to support it. 


Chapter VI. Major issues: Relations with other governments. 


A. How may bilateral relations with other governments con- 
cerning foreign-assistance matters be organized more effectively? 
This question touches upon various phases of bilateral cooperation 
with both recipient and donor countries regarding the planning 
and operation of assistance programs. 

B. How may multilateral channels be utilized more effectively 
to further the objectives of the United States foreign assistance 
programs? ‘This issue involves an examination of a variety of 
existing and proposed multilateral arrangements, including the 
United Nations, the specialized agencies, and regional associa- 
tions. 
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Chapter VII. Major issues. 

A. How may Congress assume a more effective role with regard 
to foreign-assistance matters? At issue here are the relations 
between the Congress and the executive branch, arrangements 
within and among the interested committees in the Senate and 
the House of Representatives, and relations between the Senate 
and the House of Representatives. 


Chapter VIII. Conclusions, 
O 





